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ABSTRACT 
 
Local government is at the forefront of engagement between the government and South Africa’s people, 
delivering basic services to communities. Following the transition to a democratic government in 1994, 
the country was demarcated in a manner that provides complete coverage by local government. 
Annually, managing the administration of service delivery implementation at local government level costs 
the country many billions. Much of the revenue used by local government in providing services is derived 
from income from sale of basic services and property rates, augmented by allocations from national and 
provincial government, equitably shared amongst municipalities. Local government has autonomy in its 
operations, but is strictly governed by a collection of cascading legislation, introduced to protect the 
interests of the people. 
 
The primary objective of the research was to investigate the efficacy of budget expenditure in local 
government, in particular the City of Cape Town as a metropolitan municipality. With an annual budget 
approaching R30 billion, the aim was to establish how the budget was determined and allocated to the 
service menu provided by the City, and to investigate whether better methods of allocating expenditure 
could be developed. 
 
A mixed research methodology was followed, relying on quantitative methods for analysing survey data 
statistically, while providing for detailed qualitative methods in interviewing and studying the specific case 
in detail. The theoretical perspective most suited to this research was found to be that of pragmatism, for 
its flexibility of interpretation, practicality and space for multiple perspectives. A constructivist 
epistemology was adopted to provide for the interplay between object and subject in constructing 
meaning. This research focused on examination of applicable legislation, secondary data in reports, and 
statistical analysis of opinion surveys of municipal officials involved in budgeting at different levels and 
interviews with key stakeholders.  
 
The findings indicate that budget allocation can be improved upon in a number of ways, despite 
complying with a myriad of restrictive and onerous regulations applicable to local government. It was 
found that the administration is fragmented in its operations and that the structure of necessity favours 
isolated service delivery rather than integration. Further, that compliance impacts negatively on time 
spent in planning and pursuit of strategic intent to the extent that reporting often becomes a more 
important deliverable than basic services. The size of the City hinders common understanding, and 
introducing any change in political vision requires particular attention. 
   iv
 
The main implication flowing from the findings is that by introducing a number of models related to how 
budget is allocated the City could derive more value through allocating budget resulting either in a 
reduced burden on rate-payers or an improved service delivery offering. The models were verified 
through a validation survey of top management officials. 
 
Evaluated with the best of intentions, and regulated by comprehensive legislation, it was found that 
budget allocation is not effective and can be improved upon. 
 
It is recommended that the models be implemented and monitored, broadly aimed at transforming the 
mind-set of officials to pursue value and the vision determined politically, to focus on where service 
delivery is required most in full cognition of the integrated environmental and social impact of all 
municipal service delivery initiatives. If a positive correlation is established as expected, then it is 
recommended that National Treasury be engaged on including the models in their future budget 
processes. 
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Chapter 1: The Problem and its Setting  2 April 2013 
   1
1 INTRODUCTION 
 
The chapter presents an introduction to the problem setting and the evolution of the study. The 
importance of achieving value in a climate of scarce resources is emphasized in the significance of 
the study and its objectives. The methodology of research is outlined to establish the framework for 
the reader to follow the study. 
 
The reader will find value in the following: 
· Understanding the background to undertaking the study; 
· The importance of the research in the municipal context; 
· Objectives and assumptions relevant to the study; 
· Introduction to the research methodology followed, and 
· The organization of the study. 
 
 
1.1 THE PROBLEM AND ITS SETTING 
 
This thesis presents the research into the efficacy of budget allocation in local government as aligned 
with legislation. 
 
1.2 BACKGROUND 
1.2.1. The Quandary of Insufficiency 
 
Most people are faced with making budget decisions daily - only the ultra-rich can perhaps afford to buy 
without compromise. Where money as a resource is scarce, trade-offs invariably have to be made. If the 
household has no money, then there are no choices to be made in allocating money. The complexity of 
allocating the household budget is thus premised on the budget existing. A further factor influencing 
complexity is the structure and size of the household. The standard of living further influences decisions 
as higher standards of living lead to higher expectations and provide more available options. Culture and 
value systems complicate household budget choices such as importance of lifestyle activities, donating to 
charities, or environmental pursuits. Whatever the case may be household budget choices are generally 
made by the head of the household, who has a fair grasp of the scope and complexity of internal budget 
options, expectations and priorities. The decision around budget spend is purely financial for anyone 
living in poverty, but includes other factors as soon as enough money is available to provide choice – in 
other words, it becomes an economic choice. 
 
Local Government has the responsibility of providing basic services to the local community. The range of 
’basic services’ is not static, nor is the population of the local community or the available budget. The 
complexity of making budget decisions is further proportional to the geographic area and population and 
is enormous in the case of a Metropolitan Municipality. National Government developed comprehensive 
legislation to regulate and guide this complex process. The main feature of regulation is financial, with 
strict directives around budget availability and proper financial control. The driving imperative of 
Government is however not to spend and manage money, but to use it as a resource to care for people 
and their social wellbeing. Addressing the disparity in infrastructure in rich and poor areas forms an 
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integral part of this social wellbeing. Media reports on service delivery protests provide on-going evidence 
that communities are not content with the level of service provision, notwithstanding a national budget 
exceeding a trillion Rand (Gordhan, 2011:1). The principle causes for protests are poor service delivery, 
coupled with a perception of local government corruption (Mthembu-Salter, 2013:1). In the absence of 
the perception of improvement, protests have been a reality for the past five years and have been 
sparked by any number of issues around the unmet expectations of communities (Brooks, 2009: 1). No 
indications are evident that this situation will correct itself of its own accord. In time, protest action may 
dwindle as communities’ expectations reduce through fatigue, without any improvement in the value 
achieved by public expenditure or genuine improvement in society. While this may be politically 
appealing, as a long term vision for the country it is uninspiring.   
 
The environmental crisis has put a further obligation on Government to take into account the 
consequences of their actions in ensuring the sustainability of South Africa for the people to inhabit. 
Budget decisions to date have been made largely on financial grounds, within a framework of social 
services. To ensure that the value of budget-spend is optimised, the environmental impact must form an 
inherent part of the economic evaluation process to allocate budget. The concept of addressing social 
and environmental issues in concert for an integrated solution is not new, as human well-being is deeply 
impacted on by the environment. Predicted environmental climate change promises to impact specifically 
on the most vulnerable, necessitating global cooperation to mitigate. For example, a paradigm shift to 
conventional governance may be required: 
· Replacing GDP as measure of prosperity with broader natural, social and built environment 
capital; 
· Revisiting subsidisation of industries such as energy, transport and agriculture, to reflect the true 
cost of products; 
· Aggressively address the over-consumption in the western world, and the goal of consumption as 
a measure of well-being in the developing world, and 
· Valuing biodiversity and creating ecological markets for the establishment of green market 
economies (Vidal, 2012: 1). 
 
The South African government has introduced a renewed focus on achieving unqualified audits in local 
government with a target of all municipalities having clean audits by 2014, which has not been successful 
to date (Siddle, 2012: 1). Performance measurement has advanced beyond financial prudence, with 
scorecards providing opportunity for social and environmental imperatives. However, the complexity of 
the local government framework virtually predicates failure given the lack of skills and the overwhelming 
demands made on many local authorities.   
 
In an attempt to develop an improved methodology of assessing value, it is important to understand how 
the current system of value appreciation evolved. Economic growth has been broadly accepted as a 
driver of prosperity. For decades, the mystique of the market and wealthy economists has protected the 
financial industry from scrutiny. The financial crisis that landed in 2007 opened the door to inquiry and 
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analysis of the banking industry in particular, yet many of the historic mysteries of economics remained. 
The term ’economics’ has been defined by many, but the meaning remains similar. Economics is the 
study of man in the ordinary business of life. The ordinary business of life includes social, environmental 
and financial aspects man has to deal with daily as all three are intricately connected in daily life. This 
translates to measurement of economic impact, which considers aspects such as improvements in 
quality of life, job creation, community needs, environmental restoration as well as affordability. Analysing 
the economic impact thus by definition includes financial, social and environmental measures. In practice, 
terms relating to ‘economic’ and ‘financial’ matters are often used interchangeably. 
 
The platform on which the world’s economy currently functions was established hundreds of years ago. 
The model has evolved over time, but principles such as the invisible hand first espoused by Adam Smith 
in 1759 still forms the basis of free market consumption driven economics. The argument put forward 
was that the market controls itself in terms of supply and demand, as individuals aspire to obtain better 
circumstances for themselves through both production and consumption, which generally results in better 
circumstances for society (Smith, 1759: 572). This view supports the notion of trickle-down economics, 
which is premised on an increase in consumption, which stimulates the economy and so should benefit 
entire societies. In contrast, Barack Obama together with many others has spoken up against trickle-
down economics in favour of a bottom-up economy where “the rules of business and government are fair 
and apply to all.” (Talbott, 2008: 18) In a bottom-up economy, the gap between rich and poor ideally does 
not increase indefinitely as happens in trickle-down economics and therefore provides wider social 
benefits. 
 
Within the average lifespan of a human being, the way that the world economy works is mostly accepted 
as well established, right and good, and taken for granted. Human nature appears to be such that most 
individuals readily accept the status quo to present the only or best possible solution, despite evidence to 
the contrary. To understand this paradox, reflect on the following: Science has progressed to the point 
where it has been fairly accurately determined that the world is over 4 billion years old, while man’s 
journey has been traced back some 200 000 years. The well-established economic system over the past 
1 000 years pales into insignificance in this context, yet people participate in modern life, pursuing selfish 
financial goals, sacrificing health and quality of life in the hope that hard work will result in short-term gain 
and some semblance of long-term security. The propensity of men to relinquish their fate to rulers far 
fewer in number was questioned more than 250 years ago by David Hume. That people did not, and do 
not rise to overthrow the leadership regularly was attributed by governments’ broad control of public 
opinion (Chomsky, 1999:45). The economic order further ensures that those who have the free time and 
resources to interrogate democratic leadership have least incentive to do so, guaranteeing a continuation 
of public consent. Against this backdrop, radically redefining acceptable economic models to better 
benefit society should not be beyond the capacity of the evolved human mind. 
 
While wars have been waged over different economic models, and while the western capitalist model has 
led to enormous wealth, no single event has had the potential to unite the modern world as the 
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environmental crisis has. The realization that the economy has been premised on non-renewable 
resources, and that the environmental impact of an industry affects not only those who benefit but the 
entire planet, has started to force a different way of thinking; a recognition that all people are connected 
through and dependant on the limited resources available on the planet. This further emphasizes the 
disparity between rich and poor, with the lifestyles of the rich having an indirect but disastrous impact on 
the poor. Social unrest has been a societal reality for centuries, but the prevailing inequality in the world 
and pressure on resources has never been as obvious. It may be driven by environmental concerns or 
the natural next step in human evolution, but a growing awareness and support of holistic, integrated 
solutions is evident. The necessity to deal in patterns and systems in favour of a silo approach seems 
obvious now, but few acknowledged this prior to the current crisis. A different type of thinking is required 
to address our economic problems. This is not a new realisation; it recurs often, but is mostly restrained 
by prevailing philosophy. Einstein for one proposed many interventions holistically aimed at supporting 
lasting peace and revised world order to facilitate a better-functioning world (Isaacson, 2007: 488). 
 
The aim of this research is to provide a model or models on which to base budget allocation decisions in 
the City of Cape Town, in an environment where funding constraints exist. Local Government is charged 
with the provision of free basic services necessary for a reasonable quality of life, without which either 
health or the environment could suffer. This includes a vast scope of services requiring significant funding 
to maintain and augment the offering, including utility services such as water and electricity, mobility 
infrastructure such as roads and public transport, social and recreational facilities such as parks, sports 
fields and community halls. To be of value, such a model would need to be simple, inclusive, transparent, 
flexible and capable of providing repeatable results.  
 
A comprehensive library of legislation cascades from the Constitution down to detailed National Treasury 
practice notes; guiding, controlling, empowering and regulating the municipal budget process. Applying 
rigorous legislation to complex systems will not necessarily result in good decisions, just as one cannot 
regulate for honesty or competence. Alternative solutions based on pattern and systems thinking are 
likely to yield better solutions, and will be explored in the context of economic impact of budget allocation. 
 
1.2.2. Infrastructure and Scarce Resources 
 
Much like the rest of the world, South Africa is grappling with the reality of a world where resources are 
scarce. The term ’resources’ may be interpreted broadly to include everything from minerals, products, 
utility services, soft services, skills and labour to money. The economy is driven by producers selling their 
wares at the highest possible price, while consumers aim to purchase at the lowest possible price. When 
a particular resource is abundant, the price decreases. The market players thus aim to keep resources 
scarce as this drives capitalism. This problem will persist for as long as the global economic model 
prevails (Ellis, 2009: 15).  
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Legislation tabled subsequent to the 1994 elections has provided rules, controls and processes in pursuit 
of equitable allocation of resources across the three spheres of government, with a focus on correcting 
imbalances created by apartheid. The legislation is sound and can be implemented to the letter, but yet 
often fails to yield the best result for reasons as simple as having a span of control that is too large to 
enable fair consideration of all variables and options. Within the application of legislation, decisions need 
to be taken locally to determine which projects or programmes to prioritise in an environment comprising 
of a wide range of diverse competing priorities. The devolution of power through hierarchical structures 
and systems of delegation, which provides some discretionary power, can further lead to inappropriate 
budget expenditure. Given the need for infrastructure provision and resolution of maintenance backlogs, 
South Africa can ill afford to allocate an oversubscribed budget sub optimally.  
 
This is emphasized by National Treasury in stating in the introductory paragraph of a recent Municipal 
Finance Management Act (MFMA) circular that: 
“National priorities – doing more with existing resources 
In his 2010 State of the Nation Address, the President signalled that government intends to: 
· Deliver more and better services in a caring and efficient manner; 
· Hold political office bearers and public servants accountable; 
· Shift resources to new priorities; 
· Move from debate to effective implementation and decisive action, and 
· Work in partnership with communities, labour and business to achieve our shared objectives. 
These objectives are directly relevant to municipalities. The challenge for each municipality is to do more 
within its existing resource envelope.” (Republic of South Africa, 2010b: 2) 
 
South Africa experienced rapid change following the first democratic elections in 1994. While the African 
National Congress (ANC) had been in existence since 1912, the party had not had the opportunity to 
administer or rule any ward, municipality or region until winning the election. It would have been nothing 
short of miraculous if the transition from the Nationalist government, who catered mainly for a small 
percentage of the population, to a democratic government accountable to all South Africans, was made 
without incident. 
 
The economic performance of South Africa since 1994 has been remarkable (Barnard, 2008: 1), given 
the lack of experience of the incoming government as well as the historic shortfalls of an exiled economy 
(Bhorat & Kanbur, 2005: 2). GDP growth was sustained at unprecedented levels of approximately 5% 
between 2004 and 2007. The economic climate shifted from a growth rate of 5.1% in the 2nd quarter of 
2008, down to a low of -2.7% a year later.  Thereafter, growth returned to reach a positive 1.6% in the 1st 
quarter of 2010, and was forecast to remain between 3 and 5% to 2015. Similarly, inflation peaked at 
above 11% in 2008, but was forecast to remain below 6% beyond 2015 (South African Reserve Bank, 
2010: 59).  Economic growth requires the economic climate to be relatively stable, as a stable economy 
results in a reduction of perceived risk and thus higher foreign investment as well as reasonably stable 
levels of inflation. Nearly 20 years into the new democracy, government has not reached maturity, and 
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grapples with new issues often external to the control it exercises while the nation is at risk of becoming 
more apathetic. Whereas the majority of citizens were united in a common goal 30 years ago, reality has 
diluted the spirit in which the common good is pursued. An explanation can be found in developing 
countries, where “poverty is so general and so extreme that it is the passion of the entire society to 
obliterate it.  There is a gigantic mobilization of the spirit of the society: aspiration becomes a national 
purpose that penetrates to every village and motivates historic transformation.” (Harrington, 1962: 155) 
This is evident in the growing inequality, lack of trust between society and the state as expressed in 
service delivery protests. 
 
1.2.3. Infrastructure Condition 
 
The Development Bank of Southern Africa (DBSA) has published considerable volumes on the state of 
infrastructure in South Africa, tracking its history from transport through energy, water and the newest 
infrastructure, being ICT (DBSA, 2008:124). Furthermore, the state of disrepair of infrastructure in South 
Africa has enjoyed wide press coverage since 2006.  Load-shedding introduced the irrefutable reality that 
South Africa’s energy infrastructure was fallible, originating in the Western Cape in the winter of 2006 and 
reaching the balance of the country by 2007. This introduced the concept of power scarcity, leading to a 
significant reduction in consumption by the industrial, commercial and residential sectors in anticipation of 
marked tariff increases. Following the realisation of the energy crisis, the focus moved to the fragile 
condition of other infrastructure such as the road network and water supply.  
 
It is evident that general municipal infrastructure is in need of both capital and operational funding. It is 
noted that a disparity exists between the press coverage given to the condition of infrastructure in 
developed areas as opposed to that in rural or low-income areas. Infrastructure in these areas is so far 
below the western acceptable norm, that massive investment is required to raise it to that found in urban 
areas. A further problem is the type of infrastructure provided which may not necessarily consider the 
community’s priorities.  
 
The provision of infrastructure is complex. In transportation for example, investment in additional road 
capacity comes at an environmental cost. While pollution will be reduced if vehicles can flow more freely, 
the additional capacity will encourage individual car ownership and usage, thus having a negative 
environmental impact. An alternative solution is investment in public transport, to levels where 
commuters would choose this mode over individual vehicles. With the implementation of Gautrain and 
Integrated Rapid Transit (IRT) projects countrywide, it seems that government has taken the 
responsibility to provide public transport seriously, as it not only benefits the environment but also has the 
potential to have a substantial impact on social equity. The King III report on corporate governance 
emphasizes the need for social and environmental responsibility, and is less prescriptive than previously 
in how to achieve this (King, 2009: 9). The report has moved away from compliance where it is not seen 
to strictly add value, to an angle of ‘comply or explain’ to provide flexibility and improved accountability 
instead of a nanny-state (King, 2009: 5).  
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1.2.4. Financial Regulation 
 
Although triple bottom line reporting has been around for some time, it has not been broadly adopted, 
and is not visible in budget planning. Triple bottom line reporting entails the measurement of performance 
not only in terms of profit, but also in terms of social and environmental impact. This reality results in the 
budget process and consequent reporting focus on financial performance instead of economic wellbeing 
which encapsulates social and environmental goals. The concept of triple bottom line reporting was first 
introduced by Elkington in ’Enter the Triple Bottom Line’ in 1994 with a focus on financial, social and 
environmental measures included in reporting (Elkington, 2004: 1). The sustainability of development is 
often drawn into question, and it seems that better tools are required to assist all spheres of government 
with decision making and implementation. This is not only true for government, but for companies as well, 
who are expected to be seen as ‘responsible citizens’ concerned with “social, environmental and 
economic issues – the triple context in which companies in fact operate.” (King, 2009: 12) 
 
The topic of allocating scarce resources has been and will continue to be relevant, particularly during 
economic downturns. It is unlikely that a conclusive solution will be found to provide and properly 
maintain sufficient infrastructure to serve the entire population of South Africa during the lifetime of this 
research. Furthermore, the complexities are unlikely to yield a one-size-fits-all solution, which will provide 
scope for slight changes in direction and application. It is thus proposed to focus on local government 
and particularly on the economic impact of infrastructure in the City of Cape Town as it relates to budget 
allocation. 
 
Local government is well regulated through regularly updated legislation. The South African Constitution 
of 1996 provides the basic principles of public service governance. As apartheid was most forcefully 
manifested at local government level, where the distinction between services based on skin colour was 
unavoidably obvious, legislation pertaining to local government is particularly comprehensive. Local 
government transformation was enabled through the Local Government Transition Act of 1993, the 
Agreement on Local government Finances and Services struck in 1994 and The Interim Constitution of 
1993 (Cloete, 1995: 1-3). Negotiations guided by interim legislation resulted in the eventual legislation 
applicable to local government. The Local Government: Municipal Structures Act 117 of 1998 and 
amendments defines the structure of municipalities while the Local Government: Systems Act of 2000 
determines “the core principles, mechanisms and processes that are necessary to enable municipalities 
to move progressively towards the social and economic upliftment of local communities and ensure 
universal access to essential services that are affordable to all.” The Local Government: Municipal 
Finance Management Act (56 of 2003) was tabled “To secure sound and sustainable management of the 
financial affairs of municipalities and other institutions in the local sphere of government; to establish 
treasury norms and standards for the local sphere of government; and to provide for matters connected 
therewith.”  
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The Division of Revenue Act is published annually, “to provide for the equitable division of revenue raised 
nationally among the national, provincial and local spheres of government … and responsibilities of all 
three spheres pursuant to such division.”  Funding is allocated and reported on in accordance with the 
legislation and the municipality’s Integrated Development Plan. Budgets are developed annually based 
on that of the previous year plus a fixed parameter, so-called parameter based costing. Projects of 
strategic importance are prioritised and funded alongside this process. Within the parameters posed by 
legislation, augmented by their own policies and processes, local authorities have to navigate complexity 
pursuant to the core function of service delivery. National Treasury continuously pursues improvement of 
the budgeting process in an effort to ensure better application across all municipalities – the ’Local 
Government: Municipal Finance management Act (56/2003): Municipal budget and reporting regulations’ 
as gazetted in April 2009, provides further detailed instructions municipalities have to comply with.  
 
The researcher’s observation of both a state owned entities as well as local government over the last 
decade has determined that a general inability exists in terms of performing value based budget 
allocation. Attempts are made at every level to quantify the beneficiation of projects, but in an 
environment where money is scarce, cash flow is all-important. Life cycle benefits are seldom considered 
when these translate to a project being unaffordable in the short term. Historical application of budget 
decisions has justifiably been devolved to a broader base, often involving individuals without academic or 
technical background. The challenge in translating benefits accurately and equitably is thus all the larger, 
to provide the necessary information for sound decision making to the benefit of South African society. 
Prior to the 1990’s, decisions on budget allocation rarely involved public opinion, and while creating good 
quality infrastructure, other needs were not considered. It is clear that much value could be realised if a 
model was available to guide current investment decisions.  
 
This is not a new problem, allocation of scarce resources have and continue to confound. In the public 
sector, the problem of attributing value to products and services is further complicated by collective 
services, such as policing and security (Pauw, Woods, van der Linde, Fourie & Visser, 2009: 50-51).  It is 
clear that much value could be realised if a model was available to guide current investment decisions in 
the local government environment. 
 
 
1.3 THE PROBLEM STATEMENT 
 
Suboptimal budget allocation reduces the efficacy of local government in their core business of providing 
services to the local community. With persistent high unemployment, an increasing housing backlog, and 
rising inequality it is critical that government allocates budget in a manner that optimises value realised 
by the country’s citizens. 
 
Despite comprehensive legislation, public participation and political oversight, decision making around 
budget issues is difficult and the value hard to measure. Infrastructure is under pressure in South Africa 
and resources to fund new and maintain existing infrastructure are not abundant. It has been widely 
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reported that infrastructure such as electricity, transportation, water, sewerage and storm-water systems 
are under-resourced and in a state of disrepair. The demands or requests for funding to maintain, 
augment, replace or construct new infrastructure far exceeds the supply of money allocated by treasury. 
 
The present budgetary structure and the shortcomings of government to reduce poverty or improve 
infrastructure delivery and maintenance have led to this research in which the following fundamental 
question will be researched: 
 
How can the economic impact of budget allocation in the City of Cape Town be measured / 
quantified to assist decision making?  
or 
Is it possible to evaluate the impact of infrastructure delivery and maintenance in a way that 
enables better application of limited funds in financial, social and environmental terms in the City 
of Cape Town? 
 
Seven sub-problems and hypotheses have been developed to provide a strategy in support of the 
research question in terms of questions to be answered, data gathering, accessibility, interpretation and 
presentation. 
 
1.3.1. The Sub-Problems 
Sub-Problem 1: Infrastructure is under pressure; 
Sub-Problem 2: Insufficient money is allocated for infrastructure development and maintenance; 
Sub-Problem 3: Decision making structures are not fully integrated; 
Sub-Problem 4: The budget cycle is not conducive to value creation; 
Sub-Problem 5:  Economic impact is difficult to assess and not considered in decision making; 
Sub-Problem 6: Infrastructure spending is not effective, and 
Sub-Problem 7: Flexible and relevant economic measures have not been identified. 
 
 
1.3.2. Hypotheses 
The hypotheses are: 
Hypothesis 1:  Infrastructure investment over the past decades has not been sufficient; 
Hypothesis 2:  The cost of funding the administration of infrastructure of the City of Cape Town has not 
been determined; 
Hypothesis 3: The economic impact of infrastructure investment is not considered by all structures 
and individuals who have an impact on allocating money; 
Hypothesis 4:  Legislation and performance management results in budgets that are incorrectly 
allocated to certain projects; 
Hypothesis 5:  Budget allocation is based on spurious criteria while infrastructure-funding avenues are 
limited; 
Hypothesis 6:  Holistic strategic intent is not considered in budget allocation, and 
Chapter 1: The Problem and its Setting  2 April 2013 
   10
Hypothesis 7:  Effective decision making models based on relevant economic measures can be used 
to harness value. 
 
1.4 IMPORTANCE OF THE STUDY 
 
According to the City Manager: “The overall thrust of the City, and its overarching strategic focus, 
continues to be infrastructure-led economic development. To this end, the City established a budget 
committee to assist with the prioritisation of funds in order to achieve the best possible return on 
investment in public infrastructure.” (City of Cape Town, 2010b: 6) Despite following a rigorous process to 
determine budget priorities, the optimum outcome cannot be assessed or guaranteed. Choosing a 
particular course of action above another, results in a unique outcome that cannot be compared with the 
true alternative choice.  
 
The inability to assess optimal allocation of budget could be attributed to a variety of factors: 
· Capacity of human resources in local government; 
· Geographic span of control; 
· Management span of control; 
· Structural rigidity and reporting lines; 
· Complexity of competing demands in service delivery; 
· Stringent adherence to time frames dictated by financial periods; 
· Lengthy and rigorous procurement processes; 
· Difficulty in introducing new technology and innovative solutions in the supply chain framework; 
· Distraction from core business at departmental management level; 
· Political leadership change; 
· Lack of trust; 
· Lack of common strategic intent; 
· Climate change; 
· Changes in bulk resource availability such as electricity and water supply; 
· Distraction of externalities outside core business such as political requests; 
· Poor management and lack of leadership, and 
· Unfunded mandates - functions allocated at Provincial level by the Constitution, but performed at 
local level such as Health and Libraries. These social services have suffered in resource 
allocation due to the uncertainty of legal responsibility, but nonetheless are important to the 
community. 
 
There is scope to improve both the efficiency and effectiveness of the budgeting process. 
 
1.5 OBJECTIVES OF THE STUDY 
 
The objectives of researching the role of economics in determining budget allocation are as follows: 
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· To understand the prevailing economic models and how these developed over time as well as 
explore alternative models relevant to the current world circumstances;  
· To understand the historical and current mechanisms of decision making as related to 
infrastructure investment decisions; 
· To map the path of local government funding and budget allocation; 
· To map the path of funding and budget allocation within the City of Cape Town; 
· To develop a model which holistically considers all aspects of value creation in infrastructure 
development, to guide the investment decision, and 
· To adapt the model such that results are meaningful while the complexity of data requirements are 
minimized, to ensure that its application is widespread rather than limited to sectors of local 
government with sufficient knowledge of complex variables. 
 
1.6 DELIMITATIONS OF THE RESEARCH 
 
· Budget allocations between 2005 and 2010 will be considered as historical data with the focus 
budget year as 2011/12. Where relevant, the 3-year MTREF forecast will be included in the analysis; 
· Broad infrastructure is considered rather than focusing on components e.g. the level of detail in 
analysing the storm water component of bridge construction will not be dealt with; 
· Particular governmental short-term priority projects will not be considered, rather a broad focus on 
type of infrastructure; 
· Investment decisions at departmental level not put forward for consideration to Finance will not be 
considered as the level of detail will be overwhelming; 
· Interviews will be undertaken selectively with staff members with experience and intimate knowledge 
of the budget process and legislation applicable; 
· Surveys will be distributed more generally to staff participating in the budget process at various 
levels of authority, and 
· It is recognised that the City is impacted by the prevailing political environment. The analysis is 
therefore restricted to the environment prevailing between July 2011 and June 201. 
 
 
1.7 DEFINITION OF TERMS 
 
Basic Municipal Service: “A municipal service that is necessary to ensure an acceptable and 
reasonable quality of life and which, if not provided, would endanger public health or safety or the 
environment.” (Republic of South Africa, 2003: 14) 
 
Budget Steering Committee:  In terms of the Municipal Budget and reporting regulations, a 
Budget Steering Committee must be established comprising the councillor responsible for budget 
matters, the municipal manager, the chief financial officer, three executive directors who oversee the 
largest votes in the municipality, the directors of Budgets and Planning and other technical experts 
(Republic of South Africa, 2009a: 11). 
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Capital Expenditure: Spending on municipal assets such as land, buildings and vehicles. Any capital 
expenditure must be reflected as an asset on a municipality’s balance sheet (City of Cape Town, 2010a: 
92). 
 
Council: The City of Cape Town Council is a legislative body of 210 councillors that govern the 
City; half are ward councillors and the balance representative councillors (City of Cape Town, 2010b: 
133). 
 
Economics: “Economics is the study of mankind in the ordinary business of life: it examines that part 
of individual and social action which is most closely connected with the attainment and with the use of the 
material requisites of wellbeing. Thus it is on the one side a study of wealth; and on the other, and more 
important side, a part of the study of man.” (Hodgson, 2007: 5) A narrower definition of economics is “the 
management or administration of resources, frequently specifically financial resources of a community or 
establishment.” (Brown, 1993: 782) 
 
Economic growth: An increase in the size of the economy is commonly measured in terms of the 
rate of change of real gross domestic product (GDP), where the real GDP is adjusted to take inflation into 
account (Jackson, 2009: 3). 
 
Environment: The environment is comprised of all circumstances prevailing in the population under 
consideration. The environment further refers to the green environment, which encompasses and links 
together everything in the world. The Oxford dictionary defines the environment as “the set of 
circumstances or conditions in which a community lives, works, develops, etc. or a thing exists or 
operates; the external conditions affecting the life of a plant or animal. Also, physical conditions viewed in 
relation to the possibility of life.” (Brown, 1993: 832) An older definition of the environment from Webster’s 
dictionary is: “the aggregate of social and cultural conditions that influence the life of an individual or 
community.” (Gove, 1961: 760) 
 
Externality: The Oxford dictionary defines an externality as “a side-effect or consequence of an 
industrial or commercial activity, which affects other parties without this being reflected in the cost or the 
price of goods or services involved.” (Brown, 1993: 894) 
 
Financial Year: A financial year is a twelve-month accounting period that can start on any day of 
the year. The financial year in local government runs from July to June (Republic of South Africa, 2003: 
16). 
 
Infrastructure:   The Oxford dictionary defines infrastructure as “the installations and services 
regarded as the economic foundation of the country.” (Brown, 1993: 1365) This covers all services and 
structures that are in place to enable domestic, commercial and industrial life to flourish including, inter 
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alia, telecommunications, information technology, electricity, roads and public transport, water, sewer 
systems, and purification plants (DBSA, 2008: 26). 
 
Investment: Expending funding to a third party need of which a profit is expected in return (Brown, 
1993: 1410).  The return can be financial, environmental or social. 
 
Local Community: “that body of persons comprising- 
(a) the residents of the municipality; 
(b) the ratepayers of the municipality: 
(c) any civic organisations and non-governmental, private sector or Iabour organisations or bodies which 
are involved in local affairs within the municipality, and 
(d) visitors and other people residing outside the municipality who, because of their presence in the 
municipality, make use of services or facilities provided by the municipality, and includes, more 
specifically, the poor and other disadvantaged sections of such body of persons.” (Republic of South 
Africa, 2000a: 14) 
 
Operating Expenditure: Spending on the day-to-day expenses of a municipality such as general 
expenses, salaries and wages and repairs and maintenance (City of Cape Town, 2010a: 93). 
 
Portfolio Committee: Portfolio Committees were established in terms of Section 79 of the Municipal 
Structures Act to allow for the efficient and effective performance of municipal functions. The City of Cape 
Town has established portfolio committees of spatial planning, finance, utility services, social 
development, housing, environment, transport, health, safety and security, corporate services and 
economic development (City of Cape Town, 2010a: 93). 
 
Social infrastructure: Social infrastructure concerns provision of services contributing to the well-being 
of people holistically, including soft services such as parks, sports facilities and libraries, and pursuit of 
community structures that provides support (DBSA, 2008: 26). 
 
Sustainability:  Ensuring that something can continue in perpetuity without causing other parallel 
things to fail. A commonly accepted definition is: “forms of progress that meet the needs of the present 
without compromising the ability of future generations to meet their needs.” (Brundtland, 1987: 4)  
 
1.8 ABBREVIATIONS 
 
ANC African National Congress 
ASGISA Accelerated and Shared Growth Initiative for South Africa 
BSC Budget Steering Committee 
CCM Cost Centre Manager 
CFO Chief Financial Officer 
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COGTA Cooperative Governance and Traditional Affairs 
CRR Capital Replacement Reserve 
CSS Community Satisfaction Survey 
DBSA Development Bank of Southern Africa 
DORA Division of Revenue Act 
EFF External Financing Fund 
EMT Executive Management Team 
EPWP Expanded Public Works Programme 
FDI Foreign Direct Investment 
FMF Finance Managers Forum 
GAMAP Generally Accepted Municipal Accounting Practice 
GDP Gross Domestic Product 
GEAR Growth, Employment and Redistribution Policy 
GFS Government Finance Statistics 
GRAP Generally Recognised Accounting Practice 
ICT Information & Communication Technology 
IDP Integrated Development Plan 
IRT Integrated Rapid Transit 
JD Job Description 
MBRR Municipal Budget Reporting Regulations 
MFMA Municipal Finance Management Act 
MFMP Municipal Finance Management Programme 
MIG Municipal Infrastructure Grant 
MS Mean Score 
MSA Municipal Systems Act 
MTREF Medium Term Revenue and Expenditure Framework 
NMMU Nelson Mandela Metropolitan University 
NRF National Revenue Fund 
NT National Treasury 
ORP Organisational Realignment Process 
PFMA Public Finance Management Act 
PPE Plant, Property and Equipment 
R&M Repairs and Maintenance 
RDP Reconstruction and Development Programme 
RSA Republic of South Africa 
SARB South African Reserve Bank 
SCM Supply Chain Management 
SDBIP Service Delivery Budget Implementation Plan 
SDF Spatial Development Framework 
SES Socio-Economic Status indicator 
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SKU Stock keeping unit 
SOE State Owned Entity 
SWC Soccer World Cup 
USA United States of America 
WDM Water Demand Management 
 
1.9 ASSUMPTIONS 
 
The research assumptions need to be stated explicitly, to enable others, who will have their own 
assumptions, to draw meaningful conclusions from the study (Leedy & Ormrod, 2005: 5). The 
background provides the justification for the research, based on the following assumptions: 
· RSA, and more specifically, local government, would benefit from improving the distribution, 
reliability, condition and availability of infrastructure; 
· Local government does not allocate its budgets optimally, despite complying with legislative 
processes and guidelines; 
· Local government would like to advance decision making in terms of a clear, reliable, transparent and 
flexible system to improve the value achieved in allocating budgets; 
· Local government officials will continue to grapple with allocating scarce resources to competing 
priorities; 
· Fallibility of human nature is likely to prevail in government; 
· Local government will continue to support environmental sustainability and social equity; 
· Infrastructure spending will remain a priority as long as urbanization continues, population growth 
remains positive and the 2012 lifestyle persists; 
· The three spheres of government will continue operating in a similar manner as they do at present 
with grants allocated to local government on the equitable share; 
· General growth factors are likely to continue, all other things being equal; 
· Local authorities will remain relevant in providing social services such as shelter, mobility and all 
other constitutionally listed functions; 
· Serving the greater good of all communities will remain a priority of government; 
· Legislation is likely to become more rather than less prescriptive; 
· A reversal of urbanization will not have an impact on infrastructure backlog in the metropolitan area, 
and 
· Due to the prescripts of various levels of legislation, all local authorities have to follow well-defined 
processes in budgeting. The research should result in solutions that could thus be applied to other 
local authorities. 
 
1.10 SIGNIFICANCE OF THIS RESEARCH 
 
The City of Cape Town’s annual operating budget was approaching R20 billion in 2010, with a capital 
budget of R3.6 billion (City of Cape Town, 2010: 16). For the main part, the budget is pre-allocated to 
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directorates in terms of the previous year’s budget. The proportional allocation does not vary by much 
from year to year. Allocation of capital budget follows a more rigorous process annually, but the major 
potential benefit lies in improving allocation of operating budget given the quantum. A substantial 
improvement in how the budget is allocated could substantially change the landscape of service delivery 
to the local community of Cape Town.   
 
In the absence of a consistent budget allocation model, the City of Cape Town will continue allocating 
limited finances to directorates and projects in a manner that may not yield the best value. Infrastructure 
investment will continue, but much value can be added if tools were available to ensure that decisions 
were made on measurable, sustainable, integrated principles that could be repeated.  
 
The current cross-roads the country’s political leadership faces, differs from that of 15 years ago largely 
through the globalization trend (Friedman, 2006: 26), which has eventually led to the environmental 
reality that all countries inhabit the same planet and thus each action has an impact which can be felt by 
others not previously considered. This common challenge of climate change can forge relationships and 
co-operation like never before, providing an opportunity to significantly improve the social compact and 
reducing inequality.   
 
While resources have never been abundant, for example national energy supply and rolling electricity 
failure, it is likely that scarcity will increase for as long as technology consumes at the current rate. 
Therefore, the challenge of balancing resources is highly unlikely to disappear into the future. Rather, 
civil society is lashing out at the lack of access to services in many urban areas and against inequality in 
expenditures, driving government to ensure that all resources are applied to best effect. 
 
Specific benefits of the research could accrue to: 
· The administration of the City of Cape Town in streamlining the process and increasing the efficiency 
of the budget cycle; 
· The City of Cape Town balance sheet in maintaining local government asset value while enabling 
new infrastructure to be budgeted for, and 
· Ultimately to the local communities, in the form of better, more affordable and more accessible 
infrastructure and complete service delivery. 
 
1.10.1. About the City of Cape Town 
 
The City of Cape Town is a Category A Municipality as described in section l55 (1) of the Constitution:  
'metropolitan municipality' means a municipality that has exclusive executive and legislative authority in 
its area.” The municipal area of Cape Town covers a geographical area of 2 500 km2 with a population of 
approximately 3 500 000. With approximately 66% of the provincial population, 76% of GDP and 11% of 
national GDP is generated within the municipal boundaries (City of Cape Town, 2010b: 18). 
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Local government elections are held every 5 years, with the current administration having been in power 
since 2011. This administration initially focussed on the two key areas of corporate governance and 
infrastructure investment. As a subsequent term of office is by no means assured, the focus of the 
administration changed to provide a framework that can guide development over the next 20 to 30 years 
based on solid principles espoused in the focus areas of the Integrated Development Plan. Key 
fundamentals included here are mobility, densification and infrastructure investment (City of Cape Town, 
2010b: 15). 
 
1.10.2. Governance Framework 
 
Cape Town is governed by a 210-member city council. Central to this is the Executive Mayor and 
Mayoral committee (Mayco) of 11 members. One hundred and five (105) electoral wards each directly 
elect one member of council, while the balance is elected by a system of party-list proportional 
representation (City of Cape Town, 2010b: 133).  
 
The City Manager is the non-political head of the administration of the metropolitan municipality. The 
administration is divided into 11 directorates (City of Cape Town, 2010b: 137): 
· Finance; 
· Community development; 
· Economic and Social Development and Tourism; 
· Health; 
· Corporate Services; 
· Housing; 
· Strategy and Planning; 
· Safety & Security; 
· Utility Services, and 
· Transport, Roads and Major Projects. 
 
Each Directorate is headed by an Executive Director appointed in terms of the Systems Act Section 57, 
on a fixed 5-year performance contract, who serves on the Executive Management Team (EMT). 
Approximately 58 directors comprise the next management level, each in charge of a Department. Level 
3 comprises 250 Managers reporting to directors, with 514 Heads reporting at Level 4. Overall, the city 
staff establishment numbers approximately 27 400 staff members to deliver services. 
 
1.10.3. Financial Administration 
 
The operating budget of the City of Cape Town medium forecast, which covers 3 years shows an 
increase of approximately 14% from a base of R19.475 billion (City of Cape Town, 2010a: 48). The 
increase is mainly attributable to increase in cost of bulk utilities, infrastructure repairs, maintenance, and 
staff costs. The capital budget for 2010/11 is R3.6 billion. Capital project funding from national 
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government fluctuates according to specific projects such as preparation for the 2010 Soccer World Cup, 
allowing less flexibility in budget allocation. 
 
The Medium Term Revenue and Expenditure Framework (MTREF) of the City of Cape Town is reviewed 
every year to determine the anticipated income in preparation of the budget. The framework considers 
the economic climate in establishing a three-year forecast that is thought to be achievable and 
sustainable. The expenditure demands inform rates increases, while utility increases are more heavily 
influenced by bulk utility costs. 
Since 2003/04 the City of Cape Town has received 9 consecutive unqualified audit reports. The 
administration and budgeting process is managed in strict accordance with the regulations. 
 
1.10.4. Integrated Development Plan and City Strategy 
 
Each Municipality in RSA is required to develop and align its budget with an Integrated Development 
Plan (IDP) as specified in the Municipal Systems Act. The IDP aligns with the municipal election cycle 
and is reviewed annually. The original plan was grounded in the visionary goals of: 
· A prosperous city; 
· Effective and equitable service delivery, and 
· A well-governed and efficiently run administration. 
 
The vision was translated into eight strategic focus areas for the City of Cape Town’s IDP spanning from 
2007 to 2012: 
· Shared Economic Growth and Development; 
· Sustainable Urban Infrastructure and Services; 
· Energy Efficiency for a Sustainable Future; 
· Public Transport Systems; 
· Integrated Human Settlements; 
· Safety and Security; 
· Health, Social and Community Development, and 
· Good Governance and Regulatory Reform. 
 
The new administration in 2011 crafted an IDP premised on 5 pillars: 
· Opportunity City; 
· Safe City; 
· Caring City; 
· Inclusive City, and  
· Well-run City. 
 
The City of Cape Town strategy is informed by both national and provincial strategies, notably the 
Accelerated and Shared Growth Initiative for South Africa (ASGISA), the National Spatial development 
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Perspective, the Provincial Growth and Development Strategy and the Provincial Spatial Development 
Strategy. The principles guiding strategy development are in pursuit of realising the intent of the 
Constitution and are unlikely to change significantly in future. The IDP is further aligned with the long-
term Spatial Development Framework (SDF). The SDF is premised on social and environmentally 
sustainable principles including: 
· Public good prevailing over private good; 
· Developing in harmony with nature and reducing ecological footprint; 
· Efficient and effective use of resources; 
· Improved access; 
· Redressing social and spatial imbalance, and  
· Creating high quality living environments (City of Cape Town, 2010c: 25). 
 
Marrying the development plan with spatial planning should improve the probability of positive outcomes. 
The funding requirements of competing objectives and priorities are however so vast that meaningful 
allocation is unlikely. With a housing backlog estimated at approaching 400 000 units and growing 
annually, the demand for infrastructure is, and will remain enormous. 
 
1.10.5. Budget Process 
 
The City of Cape Town has a well-entrenched budget process aligned with relevant legislation and 
adhering to predetermined timeframes. The process followed against stringent time lines to arrive at an 
approved budget for 2010/11 included: 
· Mayco and the Executive Management Team (EMT) determined criteria for the budget prioritisation 
process; 
· Departmental submissions were considered by Portfolio Committees; 
· EMT and Budget Steering Committee considered revenue and expenditure forecasts; 
· Mayco considered the resultant three year budget and expenditure forecast; 
· Draft operating and capital budgets were tabled at Council; 
· The budget, Integrated Development Plan and tariff proposals were published for public comment, 
and 
· All comments were collated and considered by the Budget Steering Committee and Mayco prior to 
Council approval. 
 
The process is aligned with all regulatory requirements, but will be further interrogated to ensure its 
efficacy. 
 
1.11 CONCLUDING REMARKS 
 
Local government has the responsibility of providing basic services to an ever-growing urban population 
within a demanding and administratively arduous legislative framework. While the City of Cape Town is 
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lauded as a well-managed administration, as is evidenced by its repeated unqualified audits, the budget 
process is resource intensive, often results in conflict and it is believed, may be improved upon. 
 
This research process aims at establishing a proposed methodology in how the holistic economic impact 
of budget decisions can be better assessed to assist decision-making. Furthermore, it is aimed to 
establish whether it is possible to evaluate the impact of infrastructure delivery and maintenance in a way 
that enables better application of limited funds. 
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2 RELATED LITERATURE AND LEGISLATION 
 
The chapter presents literature relevant to the study. Economic history is peripherally dealt with - the 
aim is not to offer a comprehensive background of the capitalist economy RSA has adopted, but 
rather to provide insight into the sometimes-flawed foundations accepted throughout history, which 
have determined the path of assessing value through mainly financial means. This is followed by a 
review of some alternative, holistic texts based on more modern models and methods, which may be 
apposite to exploring better paths to realising value. Relevant legislation is reviewed next; such 
legislation aims at ensuring that local government achieves value through comprehensive and fairly 
onerous processes of compliance. The City of Cape Town’s 2011/12 budget is then analysed, which 
provides evidence of how the legislation is interpreted, and results in the benchmark for developing an 
improved model. 
 
The reader will find value in the following: 
· Connecting the origins of conventional economics and how the extent of existing social 
inequality came to be readily accepted; 
· Appreciating the impact of inequality and environmental degradation on the economy; 
· Understanding the very comprehensive legislative environment prevailing on local 
government; 
· The response to legislation by the City of Cape Town through its budget; 
· Alternative innovations with potential to provide for an improved system, and 
· Connecting theory with the study. 
 
 
2.1 INTRODUCTION 
 
Literature pertaining to the topic includes economic history, the environment, society and the state of the 
world as well as historic allocation and prevailing legislation applicable to local government. Secondary 
data was sourced with the assistance of the NMMU’s library services, and consisted of journal papers, 
books and published texts. Legislation constitutes a significant portion of literature relevant to this study. 
 
The research has been undertaken very much from first principles; the world has always found some or 
other crisis to concern itself with, but 2011 was a watershed year of sorts, with the dawn of the Arab 
spring, the Occupy movement, growing awareness of environmental degradation and the role of 
corporates in destroying rather than protecting the financial fabric. The role of economic history is 
relevant to the basic premise of what society needs to survive, function, and thrive; to determine how the 
world evolved into its current state, and to investigate whether other options are perhaps available, where 
local government can make a difference in some sphere. 
 
Allocation of scarce resources is by no means a new or unique problem. Apposite academic literature is 
the next topic evaluated. Over time, it is reasonable to assume that many institutions with budgetary 
constraints would have developed models to guide their decision-making. The City of Cape Town has 
also attempted to create models of scoring to discriminate between priorities, but none have provided a 
conclusive sense of comfort. 
 
South African legislation is comprehensive, updated regularly, and cascades with a common theme from 
the high level intent as embraced in the constitution to detailed processes and pro-formas. Legislation 
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maps out many ideals in the country’s journey, but in a changing landscape, legislation can at best 
respond to critical issues after they occur rather than anticipate or influence the global environment. 
Running a local authority is no small task, and while the legislation aims to control its management, it 
also seeks to provide an enabling environment. Perceptions of the purpose of legislation results in a 
challenge in implementation: many, if not most people subjected to compliance with legislation fail to see 
the purpose, and find compliance to be a negative and onerous experience, rather than one that protects 
the best interests of all people, including themselves. 
 
The next category of literature involves methods that may provide guidance or solutions to assist 
decision-making. Development of models and systems thinking as possible alternatives and related 
literature focuses on two texts. Finally, the City of Cape Town’s literature related to the 2011/12 budget is 
summarised. 
 
The chapter is thus organised in distinct parts of literature, each with a concluding section. 
 
2.2 REVIEW OF ECONOMIC HISTORY LITERATURE 
 
The literature review of economic history is in pursuit of understanding how society agreed to a very 
narrow framework of measuring success, in the hope of identifying and developing more relevant and 
flexible economic measures to apply in making budget decisions. Human nature tends to simultaneously 
shy away from change while realising it to be inevitable. So people seem stuck in accepting that the way 
the world works is good and right and should not be tampered with to a certain degree when it comes to 
social structuring, while on the other hand embracing technology in common use such as smart phones, 
satellite TV, and space travel.  As the technological gap widens, it becomes ever easier for those with 
access to technology to ignore poverty. This was summarised by Michael Harrington, American 
democratic socialist in 1962 “the poor are politically invisible. It is one of the cruellest ironies of social life 
in advanced countries that the dispossessed at the bottom of society are unable to speak for themselves. 
As a group, they are atomized.  They have no face; they have no voice.” (Harrington, 1962: 15) 
 
The problems faced by RSA are clearly not unique, developmentally ahead of much of the world, while 
lagging behind many others. The worldview of economics has for centuries played a significant role in the 
fortunes of countries. Understanding the economic principles that have resulted, and continues to 
influence the current world environment is necessary in exploring the possibility for improving the overall 
economic situation facing RSA and its impact on the City of Cape Town. The economic landscape in 
2012 appears to be changing due to environmental pressures and social inequalities, which possibly 
paves the way for a different model in pursuit of true economic prosperity.   
 
The origins of modern day economics may hold the key to unlocking unknown potential and challenging 
accepted truth. By its very nature, much of the research considered in exploring economic history is older 
than 10 years of age. In reality, the economic principles that underpin the world today are relatively young 
compared to the world’s age and often circumstantial more than based on indisputable fact. 
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Understanding that the way things are, simply because they have been so in the lifetimes of those alive 
today, is a starting point.  To the best of our collective knowledge, the first hominids evolved 
approximately 7 million years ago. Australopithecus africanus descended from them around 3 million 
years later, walking upright. Archaeological evidence provides that the first rudimentary tools were used 
around 2.5 million years ago, by Homo habilis, which possibly encouraged the start of trade, at least 
within nomadic groups. Around 1.5 million years ago, Homo erectus discovered fire, which allowed for 
more sophisticated tools to be forged. Homo sapiens evolved approximately 130 000 years ago, using 
more tools and facilitating life with simple language. Suggestion of a more settled life dates back ±35 000 
years, with drawings, burial sites and trading in evidence. Trading amongst strangers and division of 
labour is unique to the human economy, which has evolved ever since (Beinhocker, 2006: 6).  
 
Economics was derived from the Latin term oeconomicus, which means “relating to domestic economy; 
orderly, methodical.” The first economic text was purportedly written by the Greek philosopher Xenophon 
somewhere between 430 and 355 BC. However, one of the popular fathers of economics commonly 
recognised is Adam Smith, who published ’An Inquiry into the Nature and Causes of the Wealth of 
Nations’ in 1776 (Waters, 1928: 447). The text provided some answers to long held questions, and 
provided the basis of classical economics. Firstly, on the creation of wealth, Smith concluded that the key 
lies in adding value to raw materials through labour, in creating something that people want. They key to 
wealth then lies in producing more of what is wanted, which can be achieved by improving the efficiency 
of labour, and division of labour. As for the distribution of wealth, Smith believed in the invisible hand, that 
self-interest of the individual in pursuit of economic well-being contributes to the well-being of society in a 
free-market system, where demand and supply naturally balance one another (Beinhocker, 2007: 26). In 
the nature of human behaviour as it pertains to money, and widespread acceptance that financial 
systems are good, much of what Smith wrote remains relevant today. 
 
Alfred Marshall, in 1890, defined economics as “a study of mankind in the ordinary business of life”, 
removing the mystique and placing it in the realm of interest of the ordinary man. The mystery 
surrounding the world of finance and economics has served as a valuable gatekeeper to keep the 
average man perplexed and ensuring that power remains with those in powerful positions. A view of 
economics as “the study of mankind in the ordinary business of life” provides both for a broadening of 
scope beyond the purely financial as well as the sentiment that the average man may understand it. 
 
Populations around the world have not evolved at the same pace economically, despite dramatic 
evolution of communication systems. Beinhocker uses as an example the Yanomamo on the border of 
Brazil and Venezuela, a small tribe still living a hunter-gatherer lifestyle using stone tools. The tribe 
provides real-life example of an economy similar to what existed 15 000 years ago. It is posited that our 
development to reach that point of sophistication took ~99.4% since Homo habilis walked upright some 
2.5 million years ago. The difference in income, and variety of products, which is measured in stock 
keeping units (SKUs), between modern economies and the tribal system is staggering. It took only 15 
000 years, or “0.06% of human history to leap from the $90 per capita 102 SKU economy of the 
Yanomamo, to the $36,000 per capita 1010 SKU economy of the New Yorkers.” (Beinhocker, 2006: 9) A 
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further 12 000 years lead to an estimated equivalent income of $150 in ancient Greece in 1 000 BC. Just 
prior to the industrial revolution the estimated income per person had increased to $180 per person. In 
the ±250 years since, GDP has increased by an estimated 37 times and continues to increase. 
 
Prior to the communication revolution, which provided the mechanisms for the world to resemble a global 
village, it is probable that every country developed at its own unique pace, depending on a variety of 
factors such as population size, climate, geography, natural resources and opportunity for trade. Each 
continent has followed their own particular path, and countries within a continent generally have more in 
common with one another than with those other continents. RSA for many years preferred to be 
associated with first world countries, including Europe and North America. However, RSA’s position at 
the southern tip of Africa has shaped the country, meriting a closer look at development particular to 
Africa.  
 
Geographically, Africa has an unfortunate shape. It is the second largest continent after Asia at 11.7 
million square miles and five times the size of Europe, but its coastline is barely a quarter as long. South 
of the Sahara there are few natural harbours and rivers navigable from the sea. As a result, it has few 
well-protected, deep-water ports, which have been a key to economic development in other parts of the 
world. 15 countries are land-locked. There are also thought to be too many countries in Africa - 48 of 
them south of the Sahara, almost half of which have fewer than ten million people. Markets are small and 
weak transport links discourage internal trade. Populations are located far from the coast, on high ground 
where land is more fertile (Calderisi, 2007: 29). 
  
The continent was deeply and permanently impacted on through historical influences including the slave 
trade between 1500 and 1800. This was followed by a century of colonial rule, which left Africa bereft of 
educated citizens and leaders, basic infrastructure and public health facilities. This is not unique to Africa 
though, and other countries that suffered the same, such as Vietnam, have transformed to have rapidly 
growing economies. Borders followed the arbitrary lines of former empires, dividing ethnic groups, 
ecosystems, watersheds and resource deposits in arbitrary ways. Then the cold war resulted in 
interference with political development, resource exploitation that encouraged corruption (Calderisi, 2007: 
30). 
 
Disease and death affects Africa in a particular manner. Life expectancy in 2005 was 47 in Africa versus 
69 in Asia and 78 in developed countries. This can partially be attributed to a variety of diseases, notably 
malaria, in which case it is both the result and the cause of poverty. Infection rates are doubly affected 
by the type of mosquitoes who happen to infect people as opposed to livestock, as well as the gestation 
period of the disease causing increased incidence. So much so that chances of being infected in India 
under similar condition is about 1 in 9, while in Africa, nearly 1 in 1. Furthermore, AIDS, diarrhoea, and 
other diseases are largely eliminated in the west through vaccination. Repeated research indicates that 
there is no solid explanation why the infection rate of AIDS is at least an order of magnitude higher than 
in the rest of the world. Economic obstacles however cause the management of the disease to be far less 
effective (Sachs, 2005:194-197). 
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Politics play a critical role in the success or failure of a country. Africa is rife with examples of appalling 
leadership and governance, such as currently experienced in Zimbabwe. However, many countries in 
Africa rank far lower on the corruption scale than for example, India, Bangladesh and Indonesia, yet 
these countries prosper comparatively. While Africa has a wealth of minerals and rich agricultural soil, the 
income accrued from exports seldom reaches the country coffers (Sachs, 2005: 191). Africa remains rife 
with conflict and civil war. It was estimated in 1999 that 1 in 5 Africans lived in countries at war, and that 
90% of casualties were civilians. War and poverty are inextricably linked, dragging down economic 
growth, increasing opportunity for corruption and exploitation of natural resources (Guest, 2004: 54). 
 
Against this backdrop, the economic history of RSA from 1652 to 1924 was mapped in the seminal text of 
M.H. de Kock. Given the age of publication this history is inevitably skewed to ignore the economics of 
the indigenous inhabitants of Africa, and focuses exclusively on the colonisation of the continent (De 
Kock, 1924: 11-13). The supremacy of ’Afrikanerdom’ was accepted in a world where information was 
protected and hard to come by, and those in power acted so ruthlessly in entrenching patently unfair 
legislation that those affected were often too disbelieving and bewildered to protest (Joyce, 2007: 92). 
While much has changed over the last century, De Kock’s work emphasizes many aspects in 
development, where progress has been arguably lacking. For example, his book concludes with a 
chapter on the ’poor white problem and poor relief’. The population census in 1921 equalled nearly 7 
million, of which Europeans contributed 1.5 million. It was estimated at the time that just over a hundred 
thousand, or 7%of whites lived in absolute or very close to absolute poverty. The population has 
increased 7.3 times in 90 years to 50.5 million (Statistics SA, 2011: 6). The percentage of people 
estimated to be living in poverty, with incomes below R3 000 / year in 2000 was estimated at between 
26.5-38.8% (Van den Berg & Louw, 2003: 20). This translates to between 13.4 and 19.6 million people, 
or 125 to 184 times the number of poor requiring assistance today. Clearly, the convenient focus on poor 
whites reduced the problem significantly, but even so, effective solutions to eradicate poverty were 
unsuccessful, principally as any success can be attributed directly to the disenfranchising of other races. 
90 years later, people are grappling with the same problem, except at a much larger scale, which 
technological advances do not necessarily bridge. 
 
Galbraith (1994) in ’The world economy since the wars’ expounds the fact that the poor tend to hold the 
affluent in high regard and assume that the affluent must be ‘exceptional’ to have accumulated wealth 
and to deal with plenty in such a cavalier fashion. This he states “is an unusually erroneous belief, as the 
ultimate reckoning so reliably reveals. They are, in fact, the instruments not of their own intelligence, but 
of their illusions.” (Galbraith, 1994: 77) Notwithstanding advances in modern technology, this truth holds 
today, and is constantly reinforced by the widening income gap. The role of government in developing 
economies in particular is critical to improving social welfare – global economic development trends 
influenced the course chartered by RSA as it entered a new age in entrenching the importance of the 
public sector (Black, Calitz, Steenekamp, & Associates, 2003: 4). 
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RSA’s history of apartheid positioned it somewhat uniquely at the end of the twentieth century, with a 
government completely lacking in experience taking over the reins. The outgoing ruling party feared that 
their efforts would be annihilated through a more radical economic path – such options were proposed by 
Peter Moll in his Radical guide to the South African Economy (1991). Strategies to aid reconciliation and 
growth put forward include managed growth and redistribution (Moll, 1991: 75), selective nationalisation 
(Moll, 1991: 106), government spending funded by taxation (Moll, 1991: 120) and focusing on education 
(Moll, 1991: 124). The first decade after 1994 saw massive improvements to the lives of many people, 
particularly in the ambit of provision of infrastructure – over 8 million people were provided with potable 
water, nearly 4 million with access to electricity, over 6 million with sanitation and 1.5 million with housing 
(Gumede, 2005: 101). 
 
It is slightly puzzling that neoclassical economics has held court for so long. Galbraith endeavours to 
explain the aforementioned: “Additionally it is the available doctrine. Students arrive; something must be 
taught; the neoclassical model exists. It has yet another strength. It lends itself to endless theoretical 
refinement. With increasing complexity goes an impression of increasing precision and accuracy. And 
with resolved perplexity goes an impression of understanding.” (Galbraith, 1973: 27) 
 
In Women and the Gift Economy (Vaughan, 2007: 12), radically different economic models are explored; 
models based on sustainable practices as practiced by ancient civilisations. Sustainability used to be a 
key consideration, by necessity. Rather than rely primarily on technology to provide sustainable solutions, 
government may well be missing a valuable opportunity in considering the distant past to guide a path 
out of the current dilemma of unsustainable growth, poverty, unemployment and inequality.  Where public 
money is concerned, the responsibility is so much more onerous, given the competing priorities requiring 
a great degree of care. “Public money is managed and controlled by the state on behalf of people of the 
country and spent to advance the public’s interest.” (Khalo, Mafundisa, Nsingo & Makondo, 2007: 6) 
 
The City of Cape Town’s budget will grow as long as all other things remain equal in the world and RSA 
economy. The obsession with growth as a measure of well-being is coming under increasing scrutiny in a 
world where inequality has grown to the extent where those that have can only ignore it at their peril. 
 
In his book ’Prosperity without growth’, Tim Jackson aims to provide evidence that growth is not only 
unsustainable, played a significant role in the financial crisis, but also that growth is not a prerequisite for 
prosperity. Beyond a certain income, estimated at a per capita GDP of ±$15 000, national levels of 
happiness do not increase (Jackson, 2009: 40).  This is due in part to the so-called ‘diminishing marginal 
utility’ – that having more than certain quantity of a product produces incrementally less satisfaction. The 
premise of the book is that the developed world will be well-served to focus on sustainability and reducing 
inequality by a more equitable sharing of resources, instead of focusing on increasing the wealth of a 
relatively small number of already wealthy. 
 
In the foreword to the book, Herman Daly raises the issue of why obvious questions regarding economic 
growth are not raised – such as, how big is the economy? How big can it get? How big should it be? 
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While these questions are obvious, and answered for other things that grow, somehow, the economy has 
been mystified to the extent that they are not often asked. 
 
GDP growth is the most commonly used expression of well-being of a country, and has become virtually 
synonymous with increasing prosperity. Of late, it has come under criticism as a limited measure, many 
with unconsidered negative consequences and the realization that perpetual growth would require natural 
resources without limit. With the world being as large as it is, and each country striving for its individual 
wellbeing, it was inconceivable than mankind could have a sufficiently large impact on the planet to 
endanger its future. Environmentalists agree that resource consumption has to slow down significantly, 
but what exactly is required is not clear. This provides much scope for detractors to continue driving the 
growth agenda. Economists should be charged with explaining how a continually growing economy can 
operate within a finite ecological system (Jackson, 2009: 14). In short, it is not possible. An economic 
system premised on perpetual growth is not possible in a finite world, and accepting this fact would at 
least lead to a search for another, more sustainable system. To achieve this, a different definition of 
prosperity would need to be accepted – one where “prosperity goes beyond material pleasures. It 
transcends material concerns. It resides in the quality of our lives and the health and happiness of our 
families. It is present in the strength of our relationships and our trust in the community. It hangs on our 
potential to participate fully in the life of society.” (Jackson, 2009: 16) The financial crisis provided a 
unique opportunity to address the social, environmental and financial sustainability of the world – an 
opportunity that shows no evidence of being realized. In the immediate aftermath of the financial crisis, 
the emphasis was on maintaining existing systems, protecting financial institutions, in the hope that pre-
crisis days and ways would prevail. Government supported this with bail-outs to banks – politicians felt 
they had no option, to protect their citizens. But it was perhaps not the best solution. 
 
The growth driven agenda was fuelled by ever increasing production, requiring consumption as driver. To 
encourage people to consume, debt became cheaper, an attractive norm which millions took advantage 
of. Growth itself was at least partially responsible for the financial crisis; any solutions that aim to 
perpetuate the economic system premised on growth and which ignores finite ecological limits is doomed 
to failure. 
 
2.2.1. Inequality 
 
The impact of growing worldwide inequality has never been as apparent as in 2012. On the one hand, 
the world continues along the well-established economic path with little apparent concern of the 
worldwide impact of growing inequality. On the other hand, inequality is mooted as cause for wide-spread 
uprising (Chomsky, 2012: 70), including: 
· The Occupy Wall Street, otherwise known as the 99% movement, and 
· The Arab Spring or revolution, which since December 2010 removed leaders from power in Libya, 
Egypt, Tunisia and Yemen and sparked widespread protest across much of the Arab world. 
The Occupy movement was born out of frustration with the global recession, aimed at putting inequality 
on the national agenda. To some extent, social mass movements have been developing out of the 
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realisation that life may not get better, that there is little reason to hope for an economic upswing that will 
magically transform the world economy, reduce unemployment and provide opportunity to prosper for 
anyone who has the appetite to work hard (Chomsky, 2012: 25). 
 
In RSA, Thabo Mbeki warned of the risk attached to the concept of ‘two nations’ occupying the same 
space. In response to the formal economy’s marginalisation of the poor, a second economy developed, 
with very little apparent progress in converging (Manning, 2006: 17). Causes of the mass public protest 
are thought to include a combination of factors, including: 
· Inflation causing reduced buying power of currency leading to drop in standard of living and lack of 
access to healthcare, education, and basic services; 
· Un- and underemployment leading to increased poverty and dependence; 
· Political and religious oppression; 
· Autocracy or kleptocracy with little or no political opposition or public participation, often controlled by 
force such as in a police state, and 
· Social imbalance and inequality. 
 
Inequality is commonly justified in that it provides incentive for individuals to work harder and thus 
prosper. The relative wealth adds to the incentive and drives economic growth (Galbraith, 1969: 68). 
Redistribution of wealth has found less favour than growth has in improving the lives of the impoverished. 
Eradicating inequality is resisted by the wealthy on the grounds that it undermines arts and education, 
leads to uniformity and monotony. Galbraith also developed the “theory of social balance” which refers to 
the balance between private goods and public goods. He argues that public goods are artificially highly 
valued thanks to demand increased through advertising and emulation of conventional prosperity. So the 
public is prone to recognise novelty as adding value, while the less attractive social services are 
grudgingly paid through taxes (Galbraith, 1969: 188). 
 
2.2.2. The Environmental Challenge 
 
The focus worldwide has shifted to a growing realisation that the manner in which modern economies 
have dealt with the environment is unsustainable. There is a growing acceptance that the recovery from 
the economic crisis of 2007 onwards has to embrace the environment as a key component of a 
sustainable world economy. Climate change affects the entire planet, irrespective of whether any 
particular community is responsible for large-scale pollution.  
 
The environmental movement has become a mouthpiece to challenge age-old precepts, such as the 
definition of happiness, and prosperity, as explored in the Sustainable Development Commission’s 
document ’Prosperity without Growth’ (Jackson, 2009: 30). Even engineers, for years the antagonists 
between environment and development have accepted the reality of climate change, and are forging 
ahead to find alternative roles and rules, as explored in ‘Entering the ecological age: the engineer’s role’ 
(Head, 2008: 47). 
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Although the focus of Friedman’s ’Hot Flat and Crowded’ is for the USA to reposition itself as the world 
leader through use of technology that happens to address climate change, it is useful in considering a 
myriad of alternatives to drive economic recovery (Friedman, 2006: 171). This is relevant to the South 
African situation – the maximum value has to be harnessed for every cent, especially every government 
cent, spent on infrastructure. Not only is it necessary to provide the infrastructure, but also environmental 
gains and narrowing of social inequalities must be aimed for in every investment decision. 
 
While scientists continue to argue about the precise cause and impact of climate change and the 
anthropogenic role in any change, it is widely recognised that the earth provides a closed system in 
which linear processes will not be sustainable indefinitely.  The United Nations first paid attention to the 
question of sustainability collectively at the earth summit held in Rio in 1992, where a treaty was 
negotiated in an attempt to stabilise greenhouse gases. The non-binding treaty was followed by the 
Kyoto protocol, which was adopted in 1997 and entered into force in 2005. The protocol provided for 
collective commitment to reduce emissions to 1990 levels. The USA never signed the protocol, and 
Canada withdrew at the Conference of the Parties in Durban in 2011. At this conference, it was agreed to 
prepare a legally binding protocol by 2015. Given vested interests in remaining economically competitive, 
it is questionable whether such an agreement will ever be finalised, let alone agreed to by all countries. 
 
Back in the early 90’s, there was already recognition that sustainability should be a key business 
principle.  This is encapsulated in the following quote: “To create an enduring society, we will need a 
system of commerce and production where each and every act is inherently sustainable and restorative.” 
(Hawken, 1993: xiv) Hawken further postulated eight objectives to adhere to: 
· Reduce absolute consumption of energy and natural resources by 80%; 
· Provide secure, stable and meaningful employment; 
· Be self-actuating as opposed to regulated or morally mandated; 
· Honour market principles; 
· Be more rewarding than the present way of life; 
· Exceed sustainability by restoring degraded habitats and ecosystems to their full biological capacity; 
· Rely on current income, and 
· Be fun and engaging and strive for an aesthetic outcome. 
Some of the objectives would have been sure to meet with amusement by hard-nosed businessmen. As 
an early guide to sustainable life, the objectives are thought to apply. 
 
Pre-1994, environmental protection focussed on flora and fauna, often at the expense of people in 
communities in close proximity to reserves, and for the benefit of only a small proportion of society. Post-
1994, a definition of the environment evolved to include people at the centre of the environment, 
providing for support wider than what historic environmentalist might have pursued (McDonald, 2002: 3). 
So the South Africa Environmental Justice Networking Forum (EJNF) defined environmental justice in the 
following way: 
“Environmental justice is about social transformation directed towards meeting basic human 
needs and enhancing quality of life – economic quality, healthcare, housing, human rights, 
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environmental protection and democracy. In linking environmental and social justice issues the 
environmental justice approach seeks to challenge the abuse of power which results in poor 
people having to suffer the effects of environmental damage caused by the greed of others…. In 
recognizing that environmental damage has the greatest impact upon poor people, EJNF seeks 
to ensure the right of those most affected at all levels of environmental decision-making.” 
 
South Africa provides a microcosm of the world – “a wealthy minority of people over consuming and an 
impoverished majority under consuming, both contributing to environmental degradation.” A critical failure 
that defines inequality at the most basic level is the lack of access to basic services, especially potable 
water and sanitation. While RSA has made great strides in closing the gap in providing basic services, 
many millions still have no access (McDonald, 2002: 10, 292). Apart from the impact on human health, 
failure to collect and deal with solid waste or provide adequate sanitation results in pollution of waterways 
and environmental degradation. Environmental legislation refers to the need for improved municipal 
infrastructure as part of the strategy, as it impacts directly on the environment through for example the 
location and type of waste disposal. Against this backdrop it is clear that integrated solutions must be 
found if we are to prevail, to narrow social inequality gap and flourish on the planet.  
 
A new market has been created in response to the environmental challenge; in some respects to the 
detriment of the environmental lobby. While research seeks to provide information and guidance of how 
to deal with and mitigate consequences of climate change, many an entrepreneur has spotted an 
opportunity to develop and sell products which are no more than a placebo. A growing information 
resource base is under constant development, introducing authentic strategies to mitigate climate 
change, especially though individual focus areas such as renewable energy. Technologies aimed at 
sustainable use of resources are being developed across the range of basic services provided by local 
government including power generation, water purification, mobility and building.  
 
A plausible theory in pursuit of harmonising with nature is that of biomimicry, a term indicating the 
mimicking of nature. While humans have historically looked to nature in finding solutions, post 
industrially, it become rarer, and was mostly thought of being rather pedestrian in the modern age. This 
changed with the focus on environmental degradation and the threat of climate change, and biomimicry 
was redefined as a new science that studies nature’s models and then imitates or takes inspiration from 
these designs and processes to solve human problems (Benyus, 2002: 6). 
 
Using biomimicry as a model to solve complex problems, principles have been defined that may apply to 
all actions, development, or production. The principles originated in Benyus’s original research and have 
been:   
· Evolving to survive: Understanding that change is a reality of life, embracing evolution rather than 
resisting can be powerful, underpinned by the following doctrines: 
o Replicate strategies that work; 
o Integrate the unexpected, and 
o Reshuffle information; 
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· Be resource efficient: In a world where resource scarcity is a persistent foundation of the economy, 
no one can afford not to increase the efficiency of using any resource. Suggested avenues in 
achieving this are: 
o Use multi-functional design; 
o Use low-energy processes; 
o Recycle all materials, and 
o Fit form to function; 
· Adapt to changing conditions: Not only to stay relevant in business, but increasingly to ensure 
relevance and sustainability, adaptability is a key trait in a changing environment: 
o Maintain integrity through self-renewal; 
o Embody resilience through variation, redundancy and decentralization, and 
o Incorporate diversity; 
· Integrate development and growth:  
o Combine modular and nested components; 
o Build from the bottom up, and 
o Self-organize; 
· Be locally attuned and responsive: 
o Use readily available materials and energy; 
o Cultivate cooperative relationships; 
o Leverage cyclic processes, and 
o Use feedback loops; 
· Use life-friendly chemistry: 
o Build selectively with a small subset of elements; 
o Break down products into benign constituents, and 
o Do chemistry in water. 
 
The life principles provide a different view of existing, doing business, and perhaps of administering a 
city. 
 
Economic growth has unfortunately been inextricably tied to well-being in society, without considering 
sustainability limits: “challenging the notion of growth is, of course, anathema to neoliberal thought and is 
one of the reasons that the question of overconsumption receives so little theoretical attention in the pro-
privatisation literature. Growth in consumption and therefore waste by the middle class is deemed to be 
absolutely necessary in the creation of a stronger economy in order to lift the poor out of poverty and 
environmental degradation. Growth is not a major environmental concern for neoliberal policy makers 
because it is assumed that we will always find new ways of alleviating its worst environmental side-
effects, either through clean technologies, better cost-benefit valuations, stronger laws, and / or market 
(dis)incentives. The privatisation of municipal services fits nicely with this growth paradigm.” (McDonald, 
2002: 317) 
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2.2.3. South African Economics and Infrastructure 
 
Government embarked on a strategy to create a dynamic economy (Joyce, 2007: 195) in the 
development of a macro-economic policy entitled the Growth, Employment and Redistribution (GEAR) 
policy. The policy was approved in June 1996 as a five-year plan to support the implementation of the 
Reconstruction and Development Programme (RDP). The aim of the policy was to strengthen economic 
development, reduce unemployment by expanding the employment base, and redistribution of 
opportunities and income (Padayachee & Valodia, 2001: 78). 
 
The key goals GEAR aimed at achieving, are: 
· 6% growth by 2000; 
· Reducing inflation to below 10%;  
· Increasing employment by more than the increase in economically active population; 
· Improvement in income distribution; 
· Relaxation of exchange controls, and  
· Reduction of the budget deficit to below 4% of GDP. 
 
GEAR relied on a market friendly environment inspiring private sector investment to drive the social 
initiatives. By 2001, the economy had stabilised, but GEAR had failed to achieve its goals (Padayachee & 
Valodia, 2001: 78). In his 2001 budget speech, Trevor Manuel, Minister of Finance posited that: 
“Our 1996 strategy was designed to achieve stability, fiscal reprioritisation and consolidation to 
create the basis for sustainable growth and development. It focused on reversing the growth of 
debt, unsustainable deficits and the rising burden of interest payments, which threatened our 
young democracy. It was designed to ensure that a greater share of resources went to key 
priority areas such as education, health and social welfare targeted to the poor. It aimed to put 
the economy on a sound footing, improve competitiveness and strengthen access to global 
markets. Today we can say that macroeconomic stability and fiscal consolidation have been 
achieved and we can move to the next phase of economic reforms.” (Republic of South Africa, 
2001: 2) 
 
The next phase was characterised by an expansionary budget aimed at balancing broad objectives of 
poverty reduction and providing a safe environment, infrastructure investment and maintenance of 
assets, reducing tax burden to stimulate job creation and household spending, and reducing interest 
rates. 
 
This was followed in 2006 by ASGISA with principles focused on six categories of interventions required 
towards the millennium goals of halving unemployment and poverty by 2014: 
· Infrastructure investment; 
· Sector strategies; 
· Skills and education; 
· Second economy; 
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· Public administration, and 
· Macroeconomic management. 
The merits of ASGISA lay in the wide consultation during its development as well as the holistic 
developmental perspective (Republic of South Africa, 2006: 4). To date, the benefits have not accrued to 
any noticeable extent. 
 
The South African government has been undertaking research in various fields pertaining to the state of 
infrastructure over at least the last decade. Further afield, the World Bank has been active in researching 
the impact of infrastructure in Africa from a developmental point of view, often with reference to job 
creation. The impact of the Expanded Public Works Programme (EPWP), Infrastructure and Growth in 
South Africa: Benchmarking, Productivity and Investment Needs (Bogetic & Fedderke, 2005: 2) and 
Infrastructure delivery, Private Initiative and the Public Good, Economic Development Institute of the 
World Bank (Mody, 1996: 129) should be further evaluated to establish the efficacy of these initiatives.  
 
Fedderke, Perkins and Luiz explored the impact of infrastructure spending on economic growth over 125 
years, as it relates to rail, roads, electricity, and telecommunications (Fedderke, Perkins & Luiz, 2001: 5). 
The research results indicated that the economic impact was distinguishable in terms of certain types of 
infrastructure, but more difficult to quantify in others. The concluding supposition suggested that large-
scale infrastructure investment was required to catapult RSA beyond the 3% economic growth levels 
prevailing early in the 2000’s. The results built on data identified in compilation of his paper Economic 
Growth in South Africa since the late Nineteenth Century, co-authored with Simkins in 1998 (Fedderke & 
Simkins, 1998: 3). 
 
Bogetic and Fedderke (2005: 2-34) further confirmed that large-scale investment in infrastructure was 
required to remedy the underinvestment, which occurred in the past and that the value of infrastructure in 
RSA was generally comparable to that of other centres in the world. If the available funding were better 
applied, it could thus increase the value of the end product.  
 
The DBSA set out to publish its Infrastructure Barometer biennially. Various options for growth are 
evaluated and scenarios crafted to predict and inform government spending. The latest edition was 
published in 2008, which brings into question the practicality of undertaking the task as often as planned. 
 
The remarkable economic stability encountered under Trevor Manuel (Green, 2008: 538) as Minister of 
Finance did not manage to live up to expectations in terms of job creation.  The economy had grown, and 
could not be faulted for its stability when compared to other economies, but the formal economy had 
simply failed to provide the number of jobs required to alleviate poverty, mainly due to external 
influences.  Pursuing the number of imperatives requiring prominence that the new government faced, it 
is not surprising that job creation did not follow the stability of persistent growth (Nattrass, 2008: 8). 
 
On a practical level, research is failing in its potential to add value to management of public assets. The 
Department of Provincial and Local Government, now known as the Department of Co-operative 
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Governance and Traditional Affairs or COGTA, published a document entitled ’Guidelines for 
Infrastructure Asset Management in Local Government 2006-2009’ including the practical application of 
asset management. Understanding why such publications are not adopted in government can guide the 
way to establishing a more integrated boundary between academia and local government (Boshoff, 
Childs & Roberts, 2006: 1).  
 
It is important to consider the developmental nature of RSA and thus the City of Cape Town when 
dealing with the sub-problems to fully comprehend the state of infrastructure and local government 
capacity as well as the necessity for the rigorous legislation and controls, all of which are aimed at 
protecting the people. 
 
The Integrated Development Planning process was introduced in 2008 in an effort to provide a 
mechanism whereby newly formed municipalities could perform in a “coordinated, strategic, 
developmental and fiscally responsible way.” (van Donk et al., 2008: 323) Critique of the IDP process is 
that it is a rigorous technocratic tool – while functionally correct, it is unlikely to provide anywhere close to 
an optimum outcome.  
 
Service delivery protests have become the norm in the 2010s. According to ’Community Protests in 
South Africa’ (Karamoko, 2011: 2), lack of accountability and absence of true public participation are 
aggravating factors in service delivery protests. While the number of monthly protests varies depending 
on the criteria used, protest action is widespread throughout the country, without a month passing without 
a protest. Since 2007, the Western Cape has been in the top three provinces in terms of protest action. 
 
In the absence of skills and expertise in municipalities, privatisation of public infrastructure has been 
considered and sometimes implemented through the legal process prescribed in the Systems Act. A 
possible further area of research would be in maximising value through outsourcing or privatisation. 
Arguments for privatisation and their counters are summarised below (McDonald, 2002: 299): 
· Capital and expertise: Given shortage of both money and skills in government, the private sector 
is seen to have greater capacity to provide services quickly and efficiently. The counter includes 
that government in fact DOES have the necessary financial resources, but that political decisions 
are required to allocate these resources where they are most required. The fiscally conservative 
macroeconomic policy post-1994 followed western approach in reducing expenditure – transfers 
from national government decreased dramatically between 1991 and 2000, estimated at 85% to 
1998, with some municipalities affected by a further 55% decrease to 2000 (McDonald, 2002: 
300); 
· Efficiency: The argument for efficiency centres that free market competition, required to 
successfully win a tender, requires efficiency which comes naturally to the private sector while 
public servants are generally seen to be lazy and incompetent. Service providers often win bids 
by taking advantage of imperfect specifications where contract prices balloon post-award, with 
the public sector beholden to the service provider in a near monopoly. Private sector for-profit 
companies have less of a deep interest in environmental well-being beyond the service it 
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provides while the public sector is responsible for overall well-being and far less likely to flaunt 
environmental legislation (McDonald, 2002: 305). The public sector can serve the public better as 
it can accept some inefficiencies which have a distinct benefit on other aspects of community, 
whereas the private sector is hard-pushed to do so if none of its competitors happen to be civic 
minded; 
· Accountability: The public sector has a very poor image, and the issue of accountability in main 
has to do with public perception, overwhelmingly focussing on corruption and lack of delivery. 
The private sector however is not scrutinised in the same fashion, and accountability is in fact 
reduced as aces to information is vastly different, as is compliance and the cost of maintaining 
audit trails in the public sector. The reduction in administration often provides the competitive 
edge if a service provider happens to provide a service more cheaply than the client. The 
municipal demarcation board and the division of the country into municipalities impacted upon 
capacity in the municipal environment. As was mentioned in chapter 1, the City of Cape Town 
was amalgamated from 69 decision making bodies – infrastructure had previously been 
managed in far smaller reticulation areas, which were now consolidated into a whole with a single 
overarching council. It should come as no surprise that service delivery has not reached a level 
of efficiency and maturity and public trust as that held pre-1994 in white areas. While lack of 
capacity in local government may seem to indicate that privatisation of services is the solution, 
such lack of capacity endanger the social balance if service providers are not monitored 
sufficiently to provide true accountability (McDonald, 2002: 312), and 
· Innovation: According to McDonald, evidence of innovation especially in outsourced municipal 
services does not exist. Rather, service providers implement what is asked for, without investing 
in alternatives with long-term benefits as the public sector is wont to do. A more effective model 
for encouraging innovation is to provide an enabling environment where good ideas of municipal 
workers are allowed to surface to improve long-term operations. 
 
The final point made by McDonald in arguing against privatisation relates to the levels of consumption. 
Since the dawn of capitalism, the user pays principle has abounded. While this is more positive than the 
user’s actions leading to externalities, when viewing the planet as a closed system, which the 
environmental movement has very much brought to the forefront, no individual should be allowed to act 
freely at the expense of the environment, as this is then also at the expense of society. While human 
nature seems to have advanced somewhat in imposing restrictions on individuals for the common good 
such as some respect for human life and for some animals but definitely not for all life, the general stance 
of freedom, especially if the individual can cover the financial cost, remains. 
 
While the four arguments above relate to environmental reasons against privatisation, they clearly 
illustrate the overlap between financial, social and environmental thinking in protecting the interests of 
society, especially the poor. 
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2.3 ALTERNATIVE MECHANISMS 
 
As opposed to system thinking, conventional problem solving and analysis techniques rely on analysing 
problems by fragmenting them into manageable components. In this way the most complex of problems 
can be broken down into separate problems that can be addressed in bite-sized pieces by teams of 
specialists in the hope that this will solve the overall problem. The unintended consequences of this 
practice are amply evidenced in the state of the environment, lack of social fabric, and conflict in the 
world. 
 
System-thinking approaches any complex system such as an organization, or city, or region, as a whole, 
as an integrated system of which all component parts have an impact or are impacted upon by all others 
(Senge, 2006: 7). Taking a holistic view provides space for intuition. Subconsciously the human mind is 
capable of integrating and dealing with great complexity.  A system approach provides scope for 
unconventional solutions and a humanist approach to managing, empowering and providing for people. It 
requires a mind shift away from the conventional analysis of components towards assessing and problem 
solving entire systems. Systems provide the scope for considering and reflecting on the impact of forces 
external to the system as well as any impact that the system has on the external environment.  
 
In the context of using system thinking as a way of improving the function of local government holistically, 
it is necessary to unpack some of the theory behind system thinking as the fifth discipline. Added to the 
disciplines required of a learning organisation, of personal mastery, shared vision, mental models and 
team learning, is system thinking; the underlying worldview, in all its complexity. Personal mastery refers 
to “consistently realizing results that matter deeply to them”, anything from a physical skill to a job 
function. Shared vision, if achieved, inspires people to attain their best effort in all they do, not simply to 
comply but with enthusiasm in sincere pursuit of the vision. Mental models are deeply entrenched views 
of the world, preconceptions, often providing a skewed picture of reality and stifling the opportunity to 
grow and learn. Team learning requires a creative space where honest conversations can lead to the 
necessary security and freedom of thought for a group of people to debate constructively, to think 
together, thereby maximizing the possibilities for positive outcomes (Senge, 2006: 8-10). 
 
Senge discusses 11 laws applicable to the fifth discipline that resonate with the author. The most relevant 
are discussed below in the context of the problem statement: 
· Today’s problems arise from yesterday’s solutions: An example of this law is evident in 
environmental degradation, where engineering solutions did not consider the environment in 
designing infrastructure, in an effort to tame the environment rather than working with nature. A 
further example particular to RSA is the Group Areas Act, which resulted in the majority of the 
population living far away from economic opportunity, in unsuitable and hostile environments such as 
the Cape Flats. While immediate problems were solved, the long-term consequences turned out to 
be far more costly and problematic than the original problems; 
· The harder you push, the harder the system pushes back: Premised on solving problems by doing 
more of the same, adding effort, instead of seeking novel solutions, this law can be seen in evidence 
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in perceived corruption in government. Despite increased legislation and controls, corruption 
flourishes. Those not drawn to corrupt behaviour have to produce more reports to comply, often at 
the cost of service delivery, while those who are corrupt will find ways to overcome many controls 
anyhow. A novel approach to halting corruption is required for there to be any impact; 
· The easy way out usually leads back in: Relying on easy solutions to solve problems rarely solves 
them in the long term. Painting over the cracks in building maintenance is an example of this, 
ignoring possible structural issues requiring remedial maintenance; 
· Faster is slower: In many corporations, management frustrated by slow growth or implementation 
often sets unrealistic goals, forcing deviations from procedures to achieve ends more quickly. This is 
particularly true in the political environment where politicians only have a limited period to prove their 
worth in order to get re-elected. In a project environment, such fast-tracking often back-fires – for 
example, unconventional procurement leading to legal challenge which then cause significant delays, 
resulting in a longer implementation period than ordinary projects. Cause and effect are often not 
closely related in time and space: Apposite to this law is the cycle of crime and violence in RSA. A 
breakdown in social fabric lies at the root of violent crime, but the solution most often chosen is that 
of increasing the number of policemen to control law enforcement rather than repairing society, which 
will result in a host of benefits 
· Dividing an elephant in half does not provide two small elephants: Creating silos to manage areas 
independently often results in less than optimal solutions. A simple example is the installation of 
services in road reserves: often road reserves are disrupted more than once in a short period of time, 
with different departments in the same municipality digging trenches to install / upgrade / repair 
different services. Having an overall systems view has the potential to provide solutions with 
increased value, integrating the system to find the best solution, and 
· There is no blame: This appears to be counterintuitive to human nature, which thrives on 
apportioning blame rather than taking personal responsibility. Blame is always cast backwards, and 
seldom provides forward-looking solutions. Blame is most common in environments of insecurity of 
tenure, where taking responsibility results in loss of employment. In a secure environment, where 
individuals are given the responsibility to think and evaluate solutions and trusted to come up with 
good solutions some of the time, while making mistakes along the way, much left effort needs to be 
expended on controlling behaviour. 
 
Dealing with complexity is a recurring theme in texts offering alternative models for creating improved 
solutions. From complexity economics to dealing with complexity in system thinking, the propensity to 
divide complex organizations into manageable chunks of information has been shown to achieve 
fragmented results. Organisations tend to organize into hierarchical structures, to facilitate management, 
which completely eliminates any organic environment. 
 
With system thinking guiding the model, the following needs to be considered: 
· System thinking would need to be rolled out across the organization. System thinking facilitates a 
shift “from seeing people as helpless reactors to seeing them as active participants in shaping 
our reality, from reacting to the present to creating the future.” (Senge, 2006: 68) A culture of 
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organizational requires that the entire organisation practices such learning, not only management 
driving in a top-down approach; 
· Short-term silo solutions are bound to have unintended consequences and need to be avoided. 
The culture of thinking in circles and cycles, processes and identifying inter-relationships needs 
to be developed, and underlying movements are required to continuously focus on what is 
important: not get bogged down by detail but remember the vision in everything to be done, to 
see current reality clearly and honestly. 
 
Archetypes that have to be considered and eliminated through design of a system are (Senge, 2006: 
390-400): 
· Balancing processes often have a delayed impact, necessitating taking a long-term view; 
· Limits to growth cannot be overcome by pushing harder; the only long term solution is removing 
the factors limiting growth; 
· Shifting the burden happens when short-term silo solutions have unintended consequences – 
initially it appears as if the problem has been addressed, but it soon becomes apparent that a 
host of other problems originate in its wake. The fundamental issue has to be identified and 
addressed; 
· Eroding goals refers to interventions, which result in the overall standard or goal gradually 
dropping. Lowering expectations and targets over an extended period of time cannot result in a 
good society; 
· Escalation occurs in competitive environments where entities respond to a competitor’s move by 
taking an action not necessarily right for the entity, which leads to a snowball effect, resulting in a 
position neither sides really desired or pursued; 
· Success to the successful results when, for whatever spurious reason, one process / person / 
project is more successful that another, with equal potential, which gradually fails as success 
breeds success, while both should in fact succeed equally to provide balance; 
· ’Tragedy of the commons’ is the result of the overuse and eventual depletion of a shared 
resource, which limits growth. Centralised services could be seen as such a resource, as they 
have to serve all in the company without much control in the demand, other than restricting the 
supply of the service which results in the clients pushing harder; 
· Fixes that fail refers to unintended consequences, which result bigger problems than originally 
existed. Long-term focus is critical to avoid this, and 
· Growth and underinvestment creates problems when growth is possibly only with aggressive 
investment of resources, but the organisation is too risk averse and choose to delay investment, 
often until it is too late. 
 
The principles and practice of System Thinking may provide the necessary structure and variety in 
orchestrating positive transformation. 
 
In ’The origin of Wealth’, Beinhocker argues for an ‘adaptive social architecture’, which will allow 
organisations to adapt to change intrinsically and organically rather than through policy and structural 
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provisos (Beinhocker, 2006: 347). Legislation and policy in government is slow moving and needs to 
follow a path of public participation and lengthy approval processes, handcuffing government bodies, and 
constraining adaptability. In a complex adaptive system, it is necessary to view human behaviour, rather 
than rational behaviour. The general premise of human resources in local government, in the author’s 
experience, is that while it is recognized that employees are important in fulfilling the City of Cape Town’s 
mandate, it is critical that staff not ever feel valued to the extent that they feel secure in their positions, or 
are recognized as individuals. The legislation informs that processes should be as mechanistic as 
possible, not providing for individual thought or input. The administration of the City of Cape Town has 
adopted the same principle, that employees should fit perfectly into a job description, and take 
instruction, without the requirement of free thought. At best, employees have the space to comply with 
systems. In a complex system, this is thought to be unlikely to provide much in the line of value. 
 
Beinhocker espouses three conditions of patterns of value creating economic transformations, taken from 
Georgescu-Roegen’s observations, which may have an impact in how budget is allocated (Beinhocker, 
2006: 303): 
· Irreversibility – the position that value-creating economic transformations are thermodynamically 
irreversible. The example Beinhocker uses to explain irreversibility is the type of thing that makes 
people laugh if they watch it backwards. For example, a mug knocked of a table and shattering is 
irreversible, while a rotating globe is not;  
· Entropy – that entropy is reduced locally, but increased globally, and 
· Fitness – that economic processes produce objects and actions fit for human purpose. 
 
In ’False Economy’, Alan Beattie defines path dependence as resembling “evolutionary biology – the role 
played by a sequence of events, some of which may come by chance.” (Beattie, 2009: 247) An 
irresistible example quoted by Beattie is that of the configuration of a keyboard – that the layout is 
designed to slow down typing and specifically to prevent hitting adjacent keys in quick succession. This 
arose when a particular mechanical typewriter malfunctioned often due to speed of typing. The current 
layout has long lost the original intent, but inertia and the ’network effect’ or critical mass of use of a 
standardized layout means it is unlikely to change. The adoption of QWERTY keyboards in smart phones 
such as BlackBerry is an indication that the layout is here to stay. 
 
In the ’Black Swan’, Nassim Taleb emphasizes the security that man has chosen to derive from statistical 
analysis by adopting models such as the bell curve and linear regression to predict the future. To easily 
understand the concept, he posits the example of a free-range turkey that freely roams around the 
farmyard. The turkey is fed every day for a number of years, say a thousand days. Using linear 
regression the turkey thus anticipates being fed daily until eternity, until the day arrives that the turkey is 
not fed, but has its throat cut. This turns the linear regression curve upside down. Taleb’s issue with the 
bell curve is that the outliers tend to have a far more dramatic and unpredicted effect than ever credited. 
The norm is used to assess risk and map the future. His ideology provides scope for alternative 
modelling (Taleb, 2007: 41). 
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From an environmental economics perspective, the focus has moved from conventional through green, 
sustainable and restorative to regenerative design that considers a living system in its entirety (Reed, 
2009: 9). The evolving system is based on patterns in nature and seen to comprise at least the impacts 
of global warming, water scarcity, destruction of habitat, social justice, pollution, toxins and degradation 
of raw material. In terms of infrastructure design, Reed advocates the smallest geographical area to 
interact with on a project as a physical watershed and that an ecologist should form a fundamental part of 
any design team involved in the built environment. A watershed refers to an area that is drained through 
the same watercourse, thereby emphasizing the importance of water, determined by natural topography. 
This moves away from 21st century engineering philosophy of ’taming’ nature through construction of 
dams and other infrastructure and returning to a space where ecology and nature’s flow is considered in 
providing for human needs. 
 
A model directly related to infrastructure is explained in ’Country lead monitoring and evaluation systems’ 
(Segone, Piccioto, Quesnel et al., 2008: 56), which is predicated on establishing a strategic intent and 
pursuing this intent above all else. Common themes throughout these texts lie in dealing with whole 
systems, which are recognised in all their complexity. The importance of common vision is emphasized, 
as the work of man is generally performed for the benefit of man. These mechanisms will be explored for 
their possible application in improving the budget process in the City of Cape Town in development of a 
model. 
 
As a local authority, the City of Cape Town is beholden to legislation, emanating from central 
government, which is based to some extent on events in the world.  Technology enabled the world to 
become a global village, but it also emphasized that every country is connected, has an impact on, and is 
impacted on by world events. The system works because countries cooperate. ’Successful’ countries in 
particular have no incentive to be the leader in breaking out of the system. 
 
2.4 LEGISLATION IN A CHANGING LANDSCAPE 
 
Following the first democratic election in 1994, a host of legislation was introduced to address the 
injustices of the past. The intent of the applicable legislation is summarised in the preambles to some of 
the principal documents of which relevant sections are copied below. Though not all documents have a 
preamble, all applicable legislation has nonetheless been listed below to provide a comprehensive 
picture of the cascading legislation: 
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LOCAL GOVERNMENT: MUNICIPAL STRUCTURES ACT 117 OF 1998 
WHEREAS the Constitution establishes local government as a distinctive sphere of government, 
interdependent, and interrelated with national and provincial spheres of government; 
WHEREAS there is agreement on the fundamental importance of local government to democracy, 
development and nation-building in our country; 
WHEREAS past policies have bequeathed a legacy of massive poverty, gross inequalities in 
municipal services, and disrupted spatial, social and economic environments in which our people 
continue to live and work; 
WHEREAS there is fundamental agreement in our country on a vision of democratic and 
developmental local government, in which municipalities fulfil their constitutional obligations to 
ensure sustainable, effective and efficient municipal services, promote social and economic 
development, encourage a safe and healthy environment by working with communities in creating 
environments and human settlements in which all our people can lead uplifted and dignified lives; 
WHEREAS municipalities across our country have been involved in a protracted, difficult and 
challenging transition process in which great strides have been made in democratising local 
government; and 
WHEREAS municipalities now need to embark on the final phase in the local government 
transition process to be transformed in line with the vision of democratic and developmental local 
government (Republic of South Africa, 1998:1). 
ORGANISED LOCAL GOVERNMENT ACT 52 OF 1997 
INTERGOVERNMENTAL FISCAL RELATIONS ACT 97 OF 1997 
THE CONSTITUTION OF THE REPUBLIC OF SOUTH AFRICA 108 OF 1996 
We, the people of South Africa, 
Recognise the injustices of our past; 
Honour those who suffered for justice and freedom in our land; 
Respect those who have worked to build and develop our country; and 
Believe that South Africa belongs to all who live in it, united in our diversity. 
We therefore, through our freely elected representatives, adopt this Constitution as the supreme 
law of the Republic so as to- 
· Heal the divisions of the past and establish a society based on democratic values, social 
justice and fundamental human rights; 
· Lay the foundations for a democratic and open society in which government is based on the 
will of the people and every citizen is equally protected by law; 
· Improve the quality of life of all citizens and free the potential of each person; and  
· Build a united and democratic South Africa able to take its rightful place as a sovereign state 
in the family of nations. 
May God protect our people.(Republic of South Africa,1996:1) 
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MUNICIPAL FINANCE MANAGEMENT ACT 56 OF 2003 - CIRCULARS 
LOCAL GOVERNMENT: MUNICIPAL FINANCE MANAGEMENT ACT 56 OF 2003: 
MUNICIPAL BUDGET AND REPORTING REGULATIONS 
LOCAL GOVERNMENT: MUNICIPAL FINANCE MANAGEMENT ACT 56 OF 2003 
LOCAL GOVERNMENT: MUNICIPAL SYSTEMS ACT 32 OF 2000 
Whereas the system of local government under apartheid failed dismally to meet the basic 
needs of the majority of South Africans; 
Whereas the Constitution of our non-racial democracy enjoins local government not just to seek 
to provide services to all our people but to be fundamentally developmental in orientation; 
Whereas there is a need to set out the core principles, mechanisms and processes that give 
meaning to developmental local government and to empower municipalities to move 
progressively towards the social and economic upliftment of communities and the provision of 
basic services to all our people, and specifically the poor and the disadvantaged; 
Whereas a fundamental aspect of the new local government system is the active engagement 
of communities in the affairs of municipalities of which they are an integral part, and in particular 
in planning, service delivery and performance management; 
Whereas the new system of local government requires an efficient, effective and transparent 
local public administration that conforms to constitutional principles; 
Whereas there is a need to ensure financially and economically viable municipalities; 
Whereas there is a need to create a more harmonious relationship between municipal councils, 
municipal administrations and the local communities through the acknowledgement of reciprocal 
rights and duties; 
Whereas there is a need to develop a strong system of local government capable of exercising 
the functions and powers assigned to it; and 
Whereas this Act is an integral part of a suite of legislation that gives effect to the new system of 
local government (Republic of South Africa, 2000a: 2)  
DIVISION OF REVENUE ACT (ANNUAL) 
WHEREAS section 214(1) of the Constitution of the Republic of South Africa, 1996, requires an 
Act of Parliament to provide for— 
(a) the equitable division of revenue raised nationally among the national, provincial and local 
spheres of government; 
(b) the determination of each province’s equitable share of the provincial share of that revenue; 
and 
(c) any other allocations to provinces, local government or municipalities from the national 
government’s share of that revenue, and any conditions on which those allocations may be 
made (Republic of South Africa, 2010a:1) 
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2.4.1. Constitution 
 
The ‘Constitution of the Republic of South Africa’ (No.108 of 1996) was promulgated on 18 December 
1996 (Republic of South Africa, 1996: 1). The Constitution has been hailed worldwide as a progressive 
constitution, overtly based on the values of: 
a) “Human dignity, the achievement of equality and the advancement of human rights and freedoms 
b) Non-racialism and non-sexism. 
c) Supremacy of the constitution and the rule of law. 
d) Universal adult suffrage, a national common voters’ roll, regular elections and a multi-party system of 
democratic government, to ensure accountability, responsiveness and openness. 
This Constitution is the supreme law of the Republic; law or conduct inconsistent with it is invalid, and the 
obligations imposed by it must be fulfilled.”  
Sections relating to the functioning of municipalities as it pertains to budget issues are highlighted here. 
 
2.4.1.1. Objects, Functions and duties 
 
The constitution stipulates in Section 43 c) that the legislative authority of “local sphere of government is 
vested in the Municipal Councils.” (Republic of South Africa, 1996: 44) 
 
Chapter 7 is dedicated to Local Government. Section 151 (3) provides that “a municipality has the right to 
govern, on its own initiative, the local government affairs of its community, subject to national and 
provincial legislation, as provided for in the Constitution.” 
Section 152 (1) outlines the objects of local government to be: 
e) To provide democratic and accountable government for local communities; 
f) To ensure the provision of services to communities in a sustainable manner; 
g) To promote social and economic development; 
h) To promote a safe and healthy environment, and 
i) To encourage the involvement of communities and community organisations in the matters of local 
government (Republic of South Africa, 1996: 78). 
 
Further, it states that “a municipality must strive, within its financial and administrative capacity” to 
achieve the objectives above. It follows that the available budget must be allocated only in pursuit of 
these objectives. This is prioritised in section 153 “to give priority to the basic needs of the community 
and promote social and economic development of the community” as it is aligned with “national and 
provincial development programmes.” 
 
The City of Cape Town is a “Category A” municipality according to the Municipal Structures Act, which 
means in terms of Section 155   that it has exclusive executive and legislative authority in the municipal 
area. Constitutionally, in terms of Section 156, a municipality has executive authority over Part B of 
Schedules 4 and 5 listed below: 
 
Chapter 2: Related Literature and Legislation  2 April 2013 
   44
Schedule 4 B: Air pollution, Building regulations; Child care facilities; Electricity and gas reticulation, Fire 
fighting services; Local tourism; Municipal airports; Municipal planning; Municipal health services; 
Municipal public transport, Municipal public works; Pontoons, jetties, piers and harbours; Storm water 
management systems; Trading regulations, and Water and Sanitation services. 
 
Schedule 5 B: Beaches and amusement facilities; Billboards and public advertisements; Cemeteries; 
Cleansing; Control of public nuisance; Liquor licences; accommodation, care and burial of animals; 
Fencing; Dog licencing; Licensing and control of food vendors; Local amenities; Sports facilities; Markets; 
Abattoirs; Parks and recreation; Municipal roads; Noise pollution; Pounds; Public places; Refuse removal 
and disposal; Street trading, Street lighting, and Traffic and parking. 
 
Over and above the items listed, national or provincial legislation may assign authority to a municipality, 
where the municipality is in a position to administer any matter listed in Part A of Schedules 4 and 5 most 
effectively and has the capacity to do so.  
 
Schedule 4 A: Administration of indigenous forests; Agriculture; Airports other than international and 
national airports; Animal control and diseases; Casinos, racing, gambling and wagering, excluding 
lotteries and sports pools; Consumer protection; Cultural matters; Disaster management; Education at all 
levels, excluding tertiary education; Environment; Health services; Housing; Indigenous law and 
customary law, subject to Chapter 12 of the Constitution; Industrial promotion; Language policy and the 
regulation of official languages; Media services directly controlled or provided by the provincial 
government; Nature conservation, excluding national parks, national botanical gardens and marine 
resources; Police (Section 206 (7)); Pollution control; Population development; Property transfer fees; 
Provincial public enterprises; Public transport; Public works only in respect of the needs of provincial 
government departments in the discharge of their responsibilities to administer functions specifically 
assigned to them in terms of the Constitution or any other law; Regional planning and development; 
Road traffic regulation; Soil conservation; Tourism; Trade; Traditional Leadership; Urban and rural 
development; Vehicle licensing, and Welfare services. 
 
Schedule 5 A: Abattoirs; Ambulance services; Archives other than national archives; Libraries other than 
national libraries; Liquor licences; Museums other than national museums; Provincial planning; Provincial 
cultural matters; Provincial recreation and amenities; Provincial sport; Provincial roads and traffic, and 
Veterinary services, excluding regulation of the profession 
 
2.4.1.2. Administration - Municipal Councils 
 
The composition and election of Municipal Councils as prescribed in Section 157 results in proportional 
representation that may be combined with a system of ward representation. Section 158 stipulates that 
every citizen qualified to vote for a Municipal Council is eligible to be a member, subject to some 
restrictions premised on clear potential conflict of interest. Section 159 specifies that the term of a 
Municipal Council must be less than 5 years. The duties of a Municipal Council are that it:  
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a) makes decisions concerning the exercise of all the powers and the performance; 
b) must elect its chairperson; 
c) may elect an executive committee and other committees, subject to national legislation, and 
d) may employ personnel that are necessary for the effective performance of its functions. 
A Municipal Council may not delegate the passing of by-laws, approval of budgets, imposition of rates or 
the raising of loans. Section 158 (5) provides that national legislation may provide criteria for the size of 
the Municipal Council and its executive committee, where applicable. 
 
2.4.1.3. Finance 
 
All money received by national government is paid into the National Revenue Fund (NRF). Section 214 
stipulates that an Act of Parliament, which became the Division of Revenue Act, must provide for: 
a)  the equitable division of revenue raised nationally among the national, provincial and local spheres 
of government; 
b) the determination of each province’s equitable share of the provincial share of that revenue, and 
c) any other allocations to provinces, local government or municipalities from the national government’s 
share of that revenue, and any conditions on which those allocations may be made. 
The act must take into account the following: 
a) the national interest; 
b) any provision that must be made in respect of the national debt and other national obligations; 
c) the needs and interests of the national government, determined by objective criteria; 
d) the need to ensure that the provinces and municipalities are able to provide basic services and 
perform the functions allocated to them; 
e) the fiscal capacity and efficiency of the provinces and municipalities; 
f) developmental and other needs of provinces, local government and municipalities; 
g) economic disparities within and among the provinces; 
h) obligations of the provinces and municipalities in terms of national legislation; 
i) the desirability of stable and predictable allocations of revenue shares, and 
j) the need for flexibility in responding to emergencies or other temporary needs, and other factors 
based on similar objective criteria. 
 
Governmental budgets and budgetary processes “must promote transparency, accountability and 
effective financial management of the economy, debt and public sector.” National legislation prescribes 
the form, timing, revenue and reporting protocols of budgets. Section 215 (3) provides that government 
budgets have to contain: 
a) estimates of revenue and expenditure, differentiating between capital and current expenditure; 
b) proposals for financing any anticipated deficit for the period to which they apply, and 
c) an indication of intentions regarding borrowing and other forms of public liability that will increase 
public debt during the ensuing year. 
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Mechanisms to ensure expenditure control and transparency are covered in Section 216 to include 
generally accepted accounting practice, uniform expenditure classification and uniform treasury norms 
and standards. 
 
Section 227 deals with national sources of local government funding and holds that: 
(1) Local government and each province: 
a) is entitled to an equitable share of revenue raised nationally to enable it to provide basic services and 
perform the functions allocated to it, and 
b) may receive other allocations from national government revenue, either conditionally or 
unconditionally. 
(2) Additional revenue raised by provinces or municipalities may not be deducted from their share of 
revenue raised nationally, or from other allocations made to them out of national government 
revenue. Equally, there is no obligation on the national government to compensate provinces or 
municipalities that do not raise revenue commensurate with their fiscal capacity and tax base. 
 
Municipalities have a variety of fiscal powers and functions as per Section 229, including generating 
income through imposing rates on property and surcharges on fees for service provision. Section 230A 
allows that a Municipal Council may: 
a) raise loans for capital or current expenditure for the municipality, but loans for current expenditure 
may be raised only when necessary for bridging purposes during a fiscal year, and 
b) bind itself and a future Council in the exercise of its legislative and executive authority to secure 
loans or investments for the municipality. 
 
The constitution, as the supreme law of South Africa lists the objectives, functions and duties of local 
authorities in detail, leaving little room for misinterpretation. The financial functions of local government 
are dealt with in sufficient depth to establish the principles of transparency, equity, and accountability, to 
enable transformation of the landscape. Sound principles are emphasized through repetition; the clarity 
of the document resists analysis.  
 
2.4.2. Municipal Structures Act 
 
The Local Government: Municipal Structures Act 117 of 1998 (MSA), deals with the governing structure 
of local authorities, interaction between categories of municipalities and electoral issues, specifically 
providing for: 
· the establishment of municipalities in terms of categories and types; 
· defining criteria for interaction of municipalities in each category; 
· regulating functions and powers; 
· regulating internal systems, structures and office-bearers, and 
· electoral matters. 
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The classification of municipalities into categories defines that the City of Cape Town is a Category A 
municipality as the geographical area “can be regarded as: 
a) a conurbation featuring- 
(i) areas of high population density; 
(ii) an intense movement of people, goods, and services; 
(iii) extensive development, and 
(iv) multiple business districts and industrial areas; 
b) a centre of economic activity with a complex and diverse economy; 
c) a single area for which integrated development planning is desirable, and 
d) having strong interdependent social and economic linkages between its constituent units.” (Republic 
of South Africa, 1998: 8) 
 
Different types of municipalities are defined within the various categories, which determine that the City of 
Cape Town falls under Section 8 (h), “a municipality with a mayoral executive system combined with both 
a sub-council and a ward participatory system.” (Republic of South Africa, 1998: 10) 
 
Chapter 3 specifies the composition, membership, operation and dissolution of Municipal Councils. 
Municipal Councils have to meet at least quarterly, and has to review community needs & priorities, 
community participation, service delivery mechanisms, performance review and community consultation 
process annually (Republic of South Africa, 1998: 14). 
 
The size of the Municipal Council depends on the registered number of voters, and may not be more than 
270 in the case of a metropolitan municipality. Subject to the provisions of Section 158 of the Constitution 
that deals with conflict of interest, any citizen who is qualified to vote may stand as candidate for the 
municipal Council. No formal or experiential qualification is required. Decision making on matters defined 
in Section 160 of the Constitution, including budget approval, requires that a report is submitted to the 
Municipal Council by the Executive committee to recommend such approval in accordance with Section 
30 (5) (Republic of South Africa, 1998: 19). 
 
Part 2, Section 54 of the MSA provides for the legitimacy, functions and powers of an Executive Mayor. 
Where a Municipal Council has more than 9 members, such as at the City of Cape Town, a Mayoral 
Committee must be appointed to assist the Executive Mayor in execution of functions in accordance with 
Section 60. The Mayoral Committee consists of the deputy mayor and the lesser of 20% or 10 councillors 
(Republic of South Africa, 1998: 25). 
 
The City of Cape Town has both sub-councils and Ward committees, as defined in Sections 61-78 of the 
MSA. Section 79 deals with the establishment of other committees, which provided for the City of Cape 
Town to establish Portfolio committees (Republic of South Africa, 1998: 28-32). 
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Section 82 directs that a Municipal Manager must be appointed by the Municipal Council as the head of 
the administration and accounting officer of the Municipality. A Municipal Manager must have the relevant 
skill and expertise to be appointed to the position (Republic of South Africa, 1998: 33). 
 
The Structures Act prescribes the categories and types applicable to local government, and how these 
need to be structured and governed. The legislation is deemed to be clear and concise, and has been 
assimilated into the structure and functioning of the legislative functioning of the City of Cape Town.  
 
2.4.3. Municipal Systems Act 
 
The Local Government: Municipal Systems Act 32 of 2000 regulates the administrative and governance 
processes of local government and has the intent of, inter alia: 
· Providing core principles, mechanisms and processes for the upliftment of local communities 
through municipalities in the provision of affordable and accessible essential services; 
· Defining the parameters of public engagement and participation in municipal affairs; 
· Providing framework for planning, public administration and service delivery; 
· Ensuring the economic upliftment of communities in a sustainable manner, and 
· Providing a legal framework for municipalities to operate within. 
 
Section 4 (1) underscores the Constitutional prescript that the Municipal Council has the right to govern 
the local community, exercise executive and legislative authority without improper interference and 
finance its operations. Furthermore, it determines the Council of the municipality to have the duty to: 
a) exercise the municipality’s executive and legislative authority and use the resources of the 
municipality in the best interests of the local community; 
b) provide, without favour or prejudice, democratic and accountable government; 
c) encourage the involvement of the local community; 
d) strive to ensure that municipal services are provided to the local community in a financially and 
environmentally sustainable manner; 
e) consult the local community about— 
(i) the level, quality, range and impact of municipal services provided by the municipality, either 
directly or through another service provider, and 
(ii) the available options for service delivery: 
f) give members of the local community equitable access to the municipal services to which they are 
entitled; 
g) promote and undertake development in the municipality;  
h) promote gender equity in the exercise of the municipality’s executive and legislative authority; 
i) promote a safe and healthy environment in the municipality, and 
j) contribute, together with other organs of state, to the progressive realisation of the fundamental rights 
contained in sections 24, 25, 26, 27 and 29 of’ the Constitution (Republic of South Africa, 2000a: 11). 
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Section 5 deals with both the rights and duties of the local community. Rights entail that of having the 
opportunity to contribute to decision making, to get feedback, public information and disclosure on 
decisions affecting community rights, as well as use of municipal services and amenities. Local 
communities have a duty to observe administrative policy, to pay service fees, rates, and taxes, and 
allow reasonable access to property as required, to respect the rights of other community members and 
to comply with municipal by-laws (Republic of South Africa, 2000a: 11). 
 
Section 6 prescribes the duties of administrative officials in alignment with the democratic values and 
principles entrenched in the Constitution and further to: 
a) be responsive to the needs of the local community; 
b) facilitate a culture of public service and accountability amongst staff; 
c)  take measures to prevent corruption; 
d)  establish clear relationships, and facilitate co-operation and communication between it and the local 
community; 
e)  give members of the local community full and accurate information about the level and standard of 
municipal services they are entitled to receive, and 
f) inform the local community how the municipality is managed, of the costs involved and the persons in 
charge (Republic of South Africa, 2000a: 12). 
 
Chapter 4 deals with community participation, and in Section 16, more specifically with the development 
of a culture of community engagement and capacity building at community level through the structures 
specified in the MSA (Republic of South Africa, 2000a: 16-18). 
 
A critical component of planning and infrastructure expenditure relies on the existence of an Integrated 
Development Plan (IDP) for each municipality. Chapter 5 deals with the principles and processes 
involved in establishing an IDP. A municipal council has to develop and adopt an IDP, which 
encompasses the municipal strategy within a prescribed period after election; such IDP has to include 
documented community participation and be revised annually. The core components of an IDP include: 
· Long term vision, development priorities and objectives for the elected term; 
· Status quo assessment of development; 
· Alignment of strategies with provincial and national plans; 
· Land-use management framework and spatial development plan; 
· Operational and Financial plans covering at least a three-year horizon; 
· Disaster management plan, and 
· Key performance areas and performance management plans. 
 
The approved municipal IDP holds the status of being the principal strategic planning instrument to base 
all spatial and financial planning and implementation upon. Section 36 stipulates that a municipality has 
to conduct its operations consistently with its IDP (Republic of South Africa, 2000a: 19-23). 
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Chapter 6 deals with a municipality’s performance management system covering the development and 
implementation of such a plan to be adopted by the Municipal Council in Section 39, following community 
participation. Performance of a municipality is measured annually through submission of an annual 
report, which reflects performance against key performance areas and targets, financial statements, and 
an audit report (Republic of South Africa, 2000a: 24). 
 
Chapter 7 deals with Local Public Administration and Human Resources. Section 50 outlines the basic 
values and principles which requires the municipal staff to act in accordance with the democratic values 
as per the Constitution, and to be organised to be responsive to the community, aligned with the 
approved IDP, perform its functions in a responsible and transparent manner, delegate responsibility 
appropriately and provide an “equitable, fair, open and non-discriminatory working environment”. 
(Republic of South Africa, 2000a: 28) 
 
According to Section 55, the Municipal Manager is responsible and accountable for inter alia creating an 
economical, effective, efficient and accountable administration, managing the administration within the 
legislative prescripts and implementation of the IDP. The municipal manager is the accounting officer of 
the municipality and as such is responsible for all income and expenditure, assets and liabilities and 
compliance with municipal finance management legislation. In concert with the Municipal Council, the 
Municipal Manager must employ appropriate qualified and experienced Managers reporting directly to 
him/her. The Municipal Manger as well as all managers reporting directly to him/her is appointed on a 
performance contract for a duration not extending beyond 2 years after the election of the subsequent 
council (Republic of South Africa, 2000a: 29). 
 
Sections 59 to 65 deal with the establishment of a system of delegations, including limitations, 
amendments and review. Sections 66 to 71 prescribe responsibilities in terms of staff establishment, 
code of conduct and capacity building (Republic of South Africa, 2000a: 31-34). 
 
The general duties of a municipality are emphasized in Section 73 as: 
(1) A municipality must give effect to the provisions of the Constitution and— 
a) give priority to the basic needs of the local community; 
b) promote the development of the local community, and 
c) ensure that all members of the local community have access to at least the minimum level of 
basic municipal services. 
(2) Municipal services must- 
a) be equitable and accessible: 
b) be provided in a manner that is conducive to- 
i.  the prudent, economic, efficient and effective use of available resources; and 
ii.  the improvement of standards of quality over time; 
c) be financially sustainable; 
d) be environmentally sustainable, and 
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e) be regularly reviewed with a view to upgrading, extension and improvement (Republic of 
South Africa, 2000a: 35). 
 
Section 76 provides for the provision of services internally or through external agencies, which should be 
considered and reviewed according to section 77. This provides the opportunity to outsource after 
following due process to ensure service delivery optimises value, with concomitant procurement, 
negotiation and service delivery agreements (Republic of South Africa, 2000a: 37). 
 
In terms of Section 74, Council has to adopt and implement a tariff policy to standardize fees payable for 
service delivery (Republic of South Africa, 2000a: 36). Matters covered by the tariff policy such as 
subsidising of poor households are regulated through Section 94 (Republic of South Africa, 2000a: 44). 
 
Chapter 9 deals with credit control and debt collection requiring a policy to be in place, providing 
mechanisms for a municipality to collect rates, taxes, and fees. 
 
While the City of Cape Town complies with legislation, there will always be room for improvement. For 
example in the general duties as laid down in Section 73, where basic services have not been provided 
to all, and it appears will not be in the foreseeable future. All financial policies are in place and the 
timelines relating to budgetary processes are followed and reported on punctually. The legislation was 
promulgated following a lengthy period where government concerned themselves only with the needs of 
some people. In a sense, this required that government did not have a heart – when scratching the 
surface, the unfairness of the apartheid system was all too obvious. The Act is fairly heavy-handed in its 
approach to officials. Interpretation of the structure shows that the Council is responsible to ensure the 
wellbeing of citizens, while officials have to be managed and controlled to provide their duties in the best 
interest of communities. 
 
Implementing any law or policy where the spirit had to be accepted and agreed to in principle was a 
paradigm shift for the bureaucratic, racially divided public service. 
 
2.4.4. Municipal Finance Management Act 
 
The object of the Municipal Finance Management Act (MFMA) in terms of Chapter 1, Section 2 is to 
secure sound and sustainable management of the fiscal and financial affairs of municipalities and 
municipal entities by establishing norms and standards and other requirements for –  
a) Ensuring transparency, accountability and appropriate lines of responsibility in the fiscal and financial 
affairs of municipalities and municipal entities; 
b) The management of their revenues, expenditures, assets and liabilities and the handlings of their 
financial dealings; 
c) Budgetary and financial planning processes and the coordination of those processes with the 
processes of organs of state in other spheres of government; 
d) Borrowing; 
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e) The handling of financial problems in municipalities; 
f)     Supply chain management, and 
g) Other financial matters  
(Republic of South Africa, 2003a: 22).  
 
The MFMA is the principle legislation guiding all aspects of local government budgeting. All applicable 
sections are referred to or quoted from below. 
 
Chapter 3 deals with Municipal Revenue, in terms of bank accounts, cash, investment and asset 
management. Chapter 4 deals with Municipal Budgets and regulates how municipal budgets are spent. 
As an overriding principle, expenditure may only occur in terms of an approved budget, within the limits of 
approved budgetary amounts per vote (Republic of South Africa, 2003a: 34). Council is charged with 
approving the municipal budget before the start of the financial year. The content of annual budgets and 
supporting documents are prescribed in Section 17 and includes: 
1) An annual budget of a municipality must be a schedule in the prescribed format; 
2) An annual budget must generally be divided into a capital and an operating budget in accordance 
with international best practice, as may be prescribed; 
3) When an annual budget is tabled in terms of section 16(2) it must be accompanied by the following 
documents: 
a) Draft resolutions –  
i. Approving the budget of the municipality; 
ii. Imposing any municipal tax and setting any municipal tariffs as may be required for 
the budget year, and  
iii. Approving any other matter that may be prescribed; 
b) Measurable performance objectives for revenue from each source and for each vote in the 
budget, taking into account the municipality’s integrated development plan; 
c) A projection of cash flow for the budget year by revenue source, broken down per month; 
d) Any proposed amendments to the municipality’s development plan following the annual review of 
the IDP in terms of Section 34 of the Municipal Systems Act; 
e) Any proposed amendments to the budget related policies of the municipality; 
f) Particulars of the municipality’s investments; 
g) Any prescribed budget information on municipal entities under the sole or shared control of the 
municipality; 
h) Particulars of all proposed new municipal entities which the municipality intends to establish or in 
which the municipality intends to participate; 
i) Particulars of any proposed service delivery agreements, including material amendments to 
existing service delivery agreements; 
j) Particulars of any proposed allocations or grants by the municipality; 
k) The proposed cost to the municipality for the budget year of the salary, allowances and benefits; 
l) The proposed cost for the budget year to the municipal entity under the sole or shared control of 
the municipality of the salary, allowances and benefits, and 
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m) Any other supporting documentation as may be prescribed. 
 
Section 18 determines the possible funding sources, and realistic projections of revenues. Budgeting for 
Capital projects is dealt with separately in Section 19. In terms of this section (Republic of South Africa, 
2003a: 38), Capital expenditure may be incurred only if: 
a) The money for the project, excluding the cost of feasibility studies conducted by or on behalf of the 
municipality, has been appropriated in the capital budget referred to in section 17(2); 
b) The project, including the total cost, has been approved by the council;  
c) section 33 has been complied with, to the extent that the section may be applicable to the project, 
and 
d) The sources of funding have been considered, are available and have not been committed for other 
purposes. 
The council needs to consider the total project cost where it spans financial years as well as future 
operational costs and implications on municipal taxes and tariffs. A council may furthermore approve 
projects below a prescribed value individually or as part of a consolidated capital programme. 
 
Section 20 deals with matters to be prescribed by the Minister with the Cabinet member responsible for 
local government. Under the budget preparation process in Section 21, the mayor of the municipality is 
charged with coordinating the process to ensure that the budget, policies and IDP are coordinated, 
consistent and credible. The mayor must also table at Council the budget process with key milestones 10 
months prior to each financial year. In preparation of the budget, the mayor must: 
a) Take into account the municipality’s IDP; 
b) Take all reasonable steps to ensure that the municipality revises the IDP in terms of Section 24 of the 
Municipal Systems Act, taking into account realistic revenue and expenditure projections for future 
years; 
c) Take into account the national budget, the relevant provincial budget, the national government’s 
fiscal and macro-economic policy, the annual Division of Revenue Act and any agreements reached 
in the Budget Forum; 
d) Consult –  
(i) The relevant district municipality if applicable; 
(ii) All local municipalities in the district if applicable; 
(iii) The relevant provincial treasury, and when requested, National Treasury, and  
(iv) Any national or provincial organs of state, as may be prescribed, and 
e) Provide, on request, any information relating to the budget –  
(i) To the National Treasury, and 
(ii) Subject to any limitations that may be prescribed, to – 
i. National departments responsible for water, sanitation, electricity and other services 
as may be prescribed; 
ii. Any other national and provincial organ of state, as may be prescribed, and  
iii. Another municipality affected by the budget. 
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As soon as the budget has been tabled at Council, it must be made public to invite representations to be 
submitted and submitted to National and provincial treasuries, as well as any other municipality affected 
by the budget (Republic of South Africa, 2003a: 40). Following publication, the council must consider 
views of the community as well as other spheres of government before responding, and if necessary, 
revising the budget. 
 
Sections 25 and 26, deal with the process to follow if the municipality fails to approve a budget before the 
start of a financial year. This has not occurred in the City of Cape Town during the period under 
consideration or in fact since its establishment. Section 27 provides for remedies in the case of non-
compliance. As circumstances beyond the municipality’s control may have an impact on the budget, 
Section 28 provides for an adjustments budget, while Section 31 provides for the shifting of funds 
between multi-year capital appropriations (Republic of South Africa, 2003a: 47-48). 
 
The mechanism for dealing with unforeseen unavoidable expenditure is the subject of Section 29. This 
section provides authority for the mayor to approve such expenditure subject to it falling below a set 
percentage of the budget and in accordance with a prescribed framework. Such expenditure must be 
reported to the next council meeting and appropriated in an adjustments budget. If such expenditure is 
not regularised, then it is classified as unauthorised expenditure in which case Section 32: Unauthorised, 
irregular or fruitless and wasteful expenditure, applies (Republic of South Africa, 2003a: 47-49). 
 
The final section under Chapter 4 prescribes the management of contracts having future budgetary 
implications beyond 3 years. A communication process must be followed to elicit comments from the 
community as well as Treasury, before Council can apply its mind to approving such a contract. It must 
be reasonably expected that provision for such expenditure would be available beyond a 3-year horizon 
and that significant benefit exists in the undertaking of such a contract (Republic of South Africa, 2003a: 
50-51). 
 
Chapter 5 covers cooperative governance as it relates to capacity building especially in smaller 
municipalities, and interaction between municipalities, organs of state and other spheres of government. 
Chapter 6 deals with the obligations and restrictions on a municipality in acquiring debt. 
 
Section 53 under Chapter 7 determines the responsibilities of mayors in the budget process. Not only 
must the mayor provide political guidance over budget priorities and process but also ensure that the IDP 
is revised and updated as required, and that performance agreements of Section 57 Municipal Systems 
Act appointments be concluded. Together with the budget, service delivery and budget implementation 
plans must be finalised and submitted to provincial finance MEC, and made public within 14 days of 
approval by Council. The remainder of the chapter deals with the identification of financial problems, 
which may lead to provincial intervention, as well as delegations of mayoral powers and duties. In the 
case of a municipality with an executive mayor as referred to in Section 55 of the Municipal Structures 
Act, the budgetary powers and functions may be delegated to another member of the mayoral committee 
(Republic of South Africa, 2003a: 68). 
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The responsibilities of municipal officials are the subject of Chapter 8; Part 1 applies particularly to the 
accounting officer. The municipal manager is the accounting officer of the municipality in terms of the 
MFMA. As such, the municipal manager has to provide guidance and advice on how to comply with the 
MFMA to political structures, office bearers and officials. In terms of section 62, the accounting officer is 
responsible for managing the financial administration of the municipality, and must ensure that: 
a) That the resources of the municipality are used effectively, efficiently and economically; 
b) That full and proper records of the financial affairs of the municipality are kept in accordance with any 
prescribed norms and standards; 
c) That the municipality has and maintains effective, efficient and transparent systems – 
(i) Of financial and risk management and internal control, and 
(ii) Of internal audit operating in accordance with any prescribed norms and standards; 
d) That unauthorised, irregular or fruitless and wasteful expenditure and other losses be prevented; 
e) That disciplinary or, when appropriate, criminal proceedings are instituted against any official of the 
municipality who has allegedly committed an act of financial misconduct or an offence in terms of 
Chapter 15 and  
f)    That the municipality has and implements –  
(i) a tariff policy referred to in section 74 of the Municipal Systems Act; 
(ii) a rates policy as may be required in terms of an applicable national legislation; 
(iii) a credit control and debt collection policy referred to in section 96 (n) of the Municipal 
Systems Act, and  
(iv) a supply chain management policy in accordance with Chapter 11. 
 
The accounting officer is further responsible for any and all bank accounts of the municipality (Republic of 
South Africa, 2003a: 75-76). 
 
Sections 63 and 64, deal with the accounting officer’s responsibility for asset and liability management, 
and revenue management respectively. Section 65 lays down the details of responsibility the accounting 
officer carries for managing municipal expenditure including systems to control and report on 
expenditure, comply with all statutory commitments, that payments are made timeously and that 
accounts are closed and reconciled at the end of each month. 
 
The accounting officer is further charged in Section 68 to assist the mayor in performing budgetary 
functions by providing the necessary administrative support. Section 69 provides for the accounting 
officer to be responsible for implementation of the approved budget in monitoring revenue and 
expenditure, and preparing adjustments budgets if required. The accounting officer has to provide draft 
service delivery and budget implementation plans and annual performance agreements to the mayor, to 
enable the mayor to comply with the prescripts of Section 53 (3) a & b (Republic of South Africa, 2003a: 
80). 
 
Chapter 2: Related Literature and Legislation  2 April 2013 
   56
The accounting officer is further responsible for reporting of impending shortfalls, monthly budget 
statements, mid-year performance reviews, deviations from policy, general reporting and providing 
information on websites in terms of Sections 70-75 (Republic of South Africa, 2003a: 82-86).  
 
Part 2 of Chapter 8 covers financial administration and determines the responsibility of top management 
in assisting the accounting officer in undertaking his duties. Top management is specified to include the 
accounting officer, the chief financial officer and all senior managers responsible for managing votes of 
the municipality. Section 78 provides for each senior manager to take responsibility for financial 
management in their respective areas. Section 79 determines that the accounting officer has to establish 
and frequently update a system of delegations in an effort to maximise administrative and operational 
efficiency. Duties may be delegated to officials but not to political structures or office-bearers (Republic of 
South Africa, 2003a: 88). 
 
Chapter 9 deals with the establishment of a municipal budget and treasury office under the administrative 
control of the chief financial officer.  Section 81 defines the role of the Chief Financial Officer to be in 
support of the Accounting Officer, undertaking such duties which may be delegated as well as assuming 
responsibility for administration of the budget and treasury offices, advising senior managers on all 
financial matters and managing budgeting, accounting, reporting, supply chain and all other financial 
management issues (Republic of South Africa, 2003a: 92). 
 
The competency of professional financial officials is the topic of Section 83, which requires that financial 
officials meet prescribed financial competency standards (Republic of South Africa, 2003a: 92). Local 
Government Finance Management Act, 56 of 2003, Regulation 29967 of 15 June 2007 provided for the 
prescribed financial competency standards. Requirements depend on the size of the municipal budget, 
and vary between senior finance managers and those managing supply chain processes. Municipalities 
were given 5 years to comply from the date of the resolution (Government Gazette, 15 June 2007, No 
29967). 
 
Chapter 11 Part 1 details the application of Supply Chain Management of Goods and Services (Republic 
of South Africa, 2003a: 110). Section 119 requires that officials involved in SCM be similarly competent to 
those specified in Section 83. 
 
Chapter 12 prescribes financial auditing and reporting processes and standards, including those 
applicable to annual reports, financial statements, disclosures on allocations and salary income to 
officials and councillors (Republic of South Africa, 2003a: 118). 
 
The MFMA, as with other cascading legislation, is an aspirational Act that translates its aspirations into 
regulations and provides the framework for compliance. The Act was very ambitious in its requirements, 
especially at the time of its introduction. From the MFMA circulars covered later in this chapter, it appears 
that the authors anticipated that the legislation would take some time to be implemented correctly, and 
thus provided some flexibility to allow for this.  
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2.4.5. Division of Revenue Act 
 
The ‘Division of Revenue Act’ (DORA) is published annually to indicate how national revenue is allocated 
amongst the spheres of government and their related responsibilities for the following year. The act aims 
at providing transparency in the budgeting process and coordination between spending priorities and 
planning across government. It further serves to provide a measure of predictability to provide for better 
medium term planning in government. Section 2 stipulates that the objects of the Act are to: 
a) Provide for the equitable division of revenue raised nationally among the three spheres of 
government; 
b) Promote better coordination between policy, planning, budget preparation and execution processes 
between and within the different spheres of government; 
c) Promote predictability and certainty in respect of all allocations to provinces and municipalities, in 
order that such governments may plan their budgets over a multi-year period; 
d) Promote transparency and equity in the resource allocation process, and 
e) Promote accountability by ensuring that that all allocations are reflected on the budgets of receiving 
provinces and municipalities, and by ensuring that the expenditure of conditional allocations is 
reported on by the receiving provinces and municipalities 
(Republic of South Africa, 2010a: 8). 
 
The schedules provide for the immediate financial year and estimates for 2 future years. In the case of 
municipalities, allocations are stipulated for the equitable share of revenue raised nationally, 
supplemental funding such as urban settlements grants, recurrent and infrastructure grants. A new 
allocation was included for 2011/12 to provide for disaster response. The allocations are based on 
national revenue, and as such annual increases are aligned to the national economy (Republic of South 
Africa, 2011a: 58-106). 
 
The DORA is a factual document that presents the annual budget allocations. Analysing and casting 
judgement on the proportional split allocated by national government is beyond the scope of this study. 
 
2.4.6. Municipal Finance Management Act: Municipal Budget and Reporting Regulations 
 
In 2009, National Treasury published the ‘Local Government: Municipal Finance Management Act, 2003 
Municipal Budget and Reporting Regulations’ to further reform budgeting in local government. The 
objective of these regulations are to further assist, guide and enable municipalities to fulfil their core 
functions by providing detailed information and instruction on budget management matters. The 
regulations are written in practical language and aimed at simplifying the budgeting process while 
ensuring compliance with legislation. 
 
Chapter 2 covers budgets and budget related matters. Section 2 stipulates that a Budget Steering 
Committee has to be established to assist the mayor in discharging budgeting responsibilities. 
Membership of the committee includes political oversight in the form of the councillor responsible for 
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financial matters, the municipal manager and CFO, three senior managers with largest votes, managers 
responsible for budgets and planning and technical experts on infrastructure (Republic of South Africa, 
2009a: 11).  
 
Chapter 4 provides for non-compliance with time provisions to assist municipalities before such non-
compliance occurs, as well as determining mechanisms to address non-compliance once it has occurred. 
Chapter 6 maps out limits, recovery and reporting requirements of unauthorised, irregular or fruitless and 
wasteful expenditure. The bulk of the regulations document consists of schedules with prescribed 
reporting formats, descriptions and content requirements. The following schedules are included: 
· A: Annual Budget and Supporting Documentation of Municipalities; 
· B: Adjustments Budget and Supporting Documentation of Municipalities; 
· C: In-year Reports of Municipalities; 
· D-F: Documentation required of Municipal Entities, and 
· G: Extensions and Non-compliance with Time Provisions. 
 
The budget and reporting regulations appear to have been issued to fill the gap between the MFMA and 
the reality of administrative burden combined with skills shortages in local government. The regulations 
aim to eradicate any doubt on what is required from the budgeting and reporting process. 
 
2.4.7. Municipal Finance Management Act: Circulars 
 
MFMA circulars have been and continue to be issued sporadically to aid implementation of the MFMA. 
With the passing of time, further details were provided where required, and information particular to a 
financial year, changes in legislation and leadership have been common topics of budget circulars. From 
the outset, the Circulars provide further guidance to municipalities for the preparation of their budgets and 
Medium Term Revenue and Expenditure Framework (MTREF). Their content often relates to specific 
imperatives relevant to the budget period. 
 
Not each and every circular has direct relevance to the research, and a brief summary of the 
comprehensive list of circular content is thus provided as Annexure 1, as the depth of detail contributes to 
the broader understanding of the complexities and controls involved in the municipal budget process. 
Circulars with particular influence on the budget process are highlighted hereunder. The circulars operate 
cumulatively, building on information provided over time, with only a rare instance of a circular being 
totally replaced by a later one. 
 
2.4.7.1. Circular 1 of 2004: Introduction to the MFMA 
 
The first MFMA circular was issued on 20 April 2004 and provided further context to the Act, prior to its 
coming into effect on 1 July 2004. The circular highlighted a number of issues around the purpose and 
implementation of the Act, amongst others: 
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· To address the uneven capacity in local authorities by providing a common framework with the 
overarching aim of resulting in a strong, well-managed and accountable local government service; 
· To provide a sound financial governance framework which defines and separates roles and 
responsibilities of elected office-bearers and officials; 
· To address the parlous state in some municipalities by ensuring sustainability of expenditure and 
revenue through the introduction of rigorous controls; 
· To provide a collective learning experience at a local authority level in an effort to capacitate 
officials so that maintenance of good practice will be sustainable; 
· To encourage all municipalities to internalise the spirit of the Act and not seek merely to comply, 
and to observe the spirit of the regulations prior to official implementation is required, and 
· To provide assurance municipalities will be supported by provincial and national government, and 
also that training programmes were under development. 
 
2.4.7.2. Circular 10 of 2004: 2005/2006 Budget Cycle 
 
Circular 10 is the first of an advisory circular distributed every year dealing with the budget process of the 
following year. It emphasizes the importance of consultation around the IDP and budget process as 
major change issues which every municipality must plan for thoroughly. As this was the first time budget 
preparation occurred under the MFMA, the circular covered the six steps in preparing a budget in some 
detail, apposite to this research: 
 
· Step 1: Planning 
The planning phase reinforces the responsibilities of the Mayor and Accounting Officer in 
managing the process through budget approval prior to the commencement of a financial year. 
Part of the responsibility requires that a budget planning template to be submitted to National 
Treasury. A further, template was developed to evaluate the previous year’s budget process with a 
view to continuous improvement on a voluntary basis. 
 
· Step 2: Strategizing 
While the IDP had been implemented prior to the MFMA, it originally only informed the capital 
budget whereas the intent was that the IDP and budget process be wholly integrated and for the 
budget to reflect the IDP priorities in its totality. Consultation is emphasized, both internally and 
externally. The historical budget process appears to have largely been a financial process whereas 
the strategizing step requires that the entire senior management take responsibility in aligning the 
budget to overall priorities.  The process of engaging the political leadership through the Mayor, 
Mayco and Council was left for each municipality to determine. Budget priorities need to be greed 
internally before engaging the broader public in a consultation process. External consultation is 
categorised in an informal and formal component: Through public meetings, opinion is gathered as 
to what constitutes the greatest local need - ward committees are well placed to facilitate this 
process. Communities are encouraged to comment on all service delivery requirements, including 
those under the auspices of Provincial and National Government. This informal component is 
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open-ended until the draft budget is issued at the end of the first quarter, at which point the formal 
portion commences. The public and stakeholder organisations are then invited to submit 
comments and submissions on the draft budget and revision to IDP. 
 
· Step 3: Preparing 
At any point in time, budget processes of three consecutive years overlap – preparing annual 
reports and audited financial statements of the completed year, implementing the budget in the 
current year and preparing the budget of the subsequent year. Processes specified to form part of 
preparation include lobbying for support, integration of strategic objectives and budget allocations, 
appropriate planning, estimating revenue and expenditure projections and review of national 
priorities and its possible impact on the budget. Previous performance and the impact on the 
planned budget need to be kept in mind continuously. The Municipal Infrastructure Grant (MIG) 
should be covered in a 3-year capital plan that is tabled with the draft budget. 
 
· Step 4: Tabling 
The draft budget must be tabled no later than 1 April. This is followed by the public participation 
process outlined in Step 2, formally inviting the community and stakeholders to comment on the 
budget and arranging budget hearings. The mayor must respond to comments and amend the 
budget as required prior to tabling the budget for formal adoption. 
 
· Step 5: Approving 
No later than two months after tabling of the draft budget, full Council must consider the amended 
budget for approval. At this time, all amended financial policies, draft performance agreements of 
senior managers and the draft SDBIP should ideally be tabled. If Council does not agree to the 
budget, further Council meetings need to be scheduled every week until such time as the budget is 
approved, no later than 30 June. 
 
· Step 6: Finalising plans for implementation 
Once the budget is approved, the SDBIP and performance agreements have to be finalised. It is 
recommended that a SDBIP is prepared for each municipal vote as it aligns to functional areas 
under a senior manager who can then be held accountable. 
 
2.4.7.3. Circular 12 of 2005: Definition of ‘Vote’ in MFMA 
 
Although the MFMA defines the meaning of ‘vote’, questions of clarity from a number of municipalities 
resulted in the circular being issued. The purpose for introducing the concept of a ’Vote’ includes: 
· To facilitate accountability of senior managers; 
· To compare budget within a municipality year-on-year; 
· To compare budgets of different municipalities and consolidate into meaningful reports, and 
· To provide for comparison between municipalities in South Africa and other countries. 
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To enable the above, the classification introduced by the MFMA is based on that of the International 
Monetary Fund’s (IMF) Government Finance Statistics (GFS) classification of functions and sub 
functions. These are listed in Table 2.4.1. 
 
Table 2.4.1: Government Finance Statistics Functions & Sub-functions 
Function Sub-function Further description 
EXECUTIVE & COUNCIL Not required All costs for Mayoral, Councillor and committee expenses. 
Municipal Manager, Town Secretary and Chief Executive costs including the 
costs of providing physical amenities for these activities. 
FINANCE & ADMIN Finance All activities related to the finance function such as financial statements, 
budgets, management reporting, revenue collection (credit control), financial 
asset and liability management (treasury & cash management), rates, RSC 
levies audit and creditors. 
Human 
Resources 
All activities related to the HR function such as selection & recruitment, 
induction, career development, counselling, payroll, occupational health and 
safety. 
Information 
Technology 
All activities related to IT services 
Property Services Municipality owner and operated & leased properties including building 
operation & maintenance, and administration. 
Other Admin Security Services, legal services, fleet management, asset management, 
procurement (orders, tenders, contract management), general risk 
management (incl. insurance), marketing publicity & media coordination 
(other than tourism) 
No Split Total*  
PLANNING & 
DEVELOPMENT 
Not required Includes Economic Planning & Development, Town Planning, Corporate-
wide strategic planning (IDPs, LEDs), Building Regulations and 
enforcement, City Engineer (from a town planning perspective). 
HEALTH Clinics, 
Ambulance 
 
Other Including Health Inspection 
No Split Total*  
HOUSING Not required All activities associated with the provision of Housing 
PUBLIC SAFETY Police Includes police forces and traffic and street parking control 
Fire Fire fighting and protection 
Civil defence Includes municipal commandos – not policing 
Other Includes licensing and control of animals and control of public nuisances, 
disaster management (not civil defence) 
No Split Total*  
SPORT & RECREATION Not Required Includes community parks (incl. nurseries), sports grounds and stadiums, 
swimming pools, beaches, lakes, dams and jetties for recreation, and 
camping sites. 
ENVIRONMENTAL 
PROTECTION 
Pollution Control Ambient air and climate protection, Soil and groundwater protection, Noise 
and vibration abatement, and protection against radiation. 
Biodiversity & 
Landscape 
Includes activities relating to the protection of flora and fauna species, the 
protection of habitats and the protection of landscapes for their aesthetic 
values (e.g. rehabilitation of abandoned mines and quarry sites) 
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Function Sub-function Further description 
Other Includes coastal protection. 
No Split Total*  
WASTE MANAGEMENT Sewerage This does not include water purification for human consumption 
Storm Water 
Management 
This includes construction, maintenance and operating. 
Public Toilets  
No Split Total*  
ROAD TRANSPORT Roads Operating, maintenance and capital expenditure on the major infrastructure 
category of roads. 
Public buses All activities relating to the provision of public bus services 
Parking garages All activities associated with off street parking garages 
Vehicle licensing 
and testing 
Vehicle licensing as an agent for the province 
Other Includes activities associated with taxi ranks. 
No Split Total*  
WATER Water 
Distribution 
Including bulk purchases and distribution infrastructure. 
Water Storage Including storage infrastructure such as dams and reservoirs as well as 
activities to prepare the water for use such as purification. 
No Split Total*  
ELECTRICITY Electricity 
Distribution 
Including bulk purchases and distribution infrastructure. 
Electricity 
Generation 
Gas is not included here and must be included under ‘Other’ 
Street Lighting Operating, maintenance and capital expenditure on the infrastructure 
category of Street Lighting 
No Split Total*  
OTHER Air transport Municipal airports 
Abattoirs Operation of abattoirs 
Tourism Tourism promotion and development 
Forestry All activities associated with the forestry industry 
Markets Operation of markets – fresh produce. 
Licensing & 
Regulation 
Includes licensing of food and liquor sales to the public and licensing of 
street traders (hawkers control) and business. 
OTHER This encompasses any activities not covered above. Specifying significant 
activities will assist to ensure classification takes place when required 
* Used if systems will not allow the function to be split into the required sub functions. 
Mechanisms should be put in place to improve systems. 
 
Both the municipal organisational structure and the IDP need to facilitate this classification. While 
structuring by Vote is not strictly necessary, it will ease the process of measuring and reporting on budget 
by Vote. An envisaged outcome of classification by Vote is that the “MFMA enables councillors to focus 
on policy and strategy while providing the mechanisms to hold management accountable for service 
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delivery and budget implementation.” (Republic of South Africa, 2005: 2) Votes further support one of the 
key MFMA reforms in providing a clear link to hold senior management accountable for achieving their 
objectives, including spending of budgets. Importantly, the system allows management to incur 
expenditure, collect revenue and deliver services only in accordance with the approved budget – any 
expenditure outside of this framework is classified as unauthorised expenditure. Budget can only be 
transferred between Votes through an adjustment budget, which has to be approved by Council. 
Municipalities thus have to operate within the approved budget without discretionary powers to reallocate 
between votes. Specific mechanisms are in specified for emergencies, while the adjustments budget 
caters for other budget changes. The necessary flexibility exists in that Votes are allocated at a high level 
allowing management the ability to move revenue and expenditure within a Vote, as long as the overall 
objectives of the Vote are not compromised. 
 
2.4.7.4. Circular 13 of 2005: Service Delivery and Budget Implementation Plan 
 
This circular was issued at the end of January 2005, and explained the concept behind, the methodology 
of implementation and the required formats for the Service Delivery and Budget Implementation Plans 
(SDBIP). While the budget gives effect to the strategic priorities as expressed in the IDP, the SDBIP 
provides the management plan and measurement and monitoring structure to ensure that these priorities 
are implemented. As it has been designed, the SDBIP is intended to provide for a performance contract 
between the community, the administration, and elected councillors for implementation of the IDP. 
 
The SDBIP is meant to function as a multi-layered tool, which tracks quarterly performance. The top level 
encompasses the City of Cape Town’s performance goals linked to senior management, and is formally 
submitted to the mayor for approval before being tabled at Council and being published. The published 
SDBIP can only be amended during the adjustment budget and any amendments need to be tabled at 
Council. This control has been put in place to ensure that the mayor or/and municipal manager cannot 
unilaterally revise targets in an attempt to mask poor performance. 
 
The published SDBIP is intended to cascade downwards with each reporting level providing further detail 
and allocating specific targets to managers reporting to them. The lower level SDBIP’s are dynamic and 
can be amended as circumstances require, as long as it does not affect the published SDBIP. The 
intention of quarterly reviews is to provide early warning, particularly of financial discrepancies with 
targets, to allow for these to be addressed within the budget cycle. Determining meaningful and 
measurable indicators for service delivery was expected to be more challenging, and to evolve over time. 
 
The published SDBIP needs to allow for inputs, outputs and outcomes for senior managers, by vote. 
Service delivery targets have to be established for each ward or designated area. While the SDBIP 
provides for measuring financial information for the attendant budget of a particular year, the three-year 
capital plan should be incorporated. The SDBIP requires 5 components: 
· Monthly projections of revenue for each source; 
· Monthly projections of expenditure (operating and capital) and revenue for each vote; 
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· Quarterly projections of service delivery targets and performance indicators for each vote; 
· Ward information for expenditure and service delivery, and 
· Detailed capital works plan broken down by ward over three years (Republic of South Africa, 2005d: 
5). 
 
2.4.7.5. Circular 14 of 2005: 2005 Division of Revenue Bill and Municipal Budgets 
 
The fourteenth circular aims to guide municipalities on national budget priorities, to ensure alignment 
within the spheres of government, and clarifies implications of legislative compliance arising from the 
Division of Revenue Bill. The DORA circulars are particularly pertinent to a specific budget year, including 
macro-economic trends and forecasts (Republic of South Africa, 2005e: 5). 
 
2.4.7.6. Circular 15 of 2005: Budget Submission 2005/06 
 
During the early stages of MFMA implementation, budget circulars provided detailed guidance on the 
requirements to assist municipalities to comply. The circular deals with detailed requirements of the 
submission, providing templates and timeframes. 
 
2.4.7.7. Circular 19 of 2005: Budget Process 2006/7 
 
Circular 19 deals with the 2006/07 budget process, a supplement to Circular 10, which covered the 
2005/06 budget cycle. The circular underpinned the importance of an integrated process in reviewing the 
IDP while preparing the budget and talking full advantage of the opportunity to engage the community to 
ensure relevant outcomes. The impact of municipal elections is discussed, insofar as it impacts upon the 
budget process. The six steps to preparing a budget as detailed before are updated with additional 
information specifically pertaining to deadlines, based on experience subsequent to Circular 10 being 
issued. The importance of the schedule of key deadlines is again emphasized. 
 
2.4.7.8. Circular 23 of 2005: Bulk resources for municipal services 
 
As the cost of bulk services impacts directly on the municipal budget, Circular 23 outlines the public 
participation process organs of state have to follow prior to adjusting pricing for bulk services. Guidance 
dates are provided which would assist municipalities to participate meaningfully. If deadlines are not met, 
then price adjustments could be delayed until the next financial year, providing reasonable certainty to 
municipalities in the cost of bulk services as it obviates the possibility of price shocks. 
 
2.4.7.9. Circular 27 of 2005: Medium Term Budget Policy Statement 2005 
 
Circular 27 was issued in light of the Minister of Finance’s Policy Statement, intended to guide 
municipalities in the preparation of their 2006 MTREF through the provision of growth parameters, advice 
on local government transfers as well as municipal elections. 
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2.4.7.10. Circular 28 of 2005: Budget Content and Format – 2006/07 MTREF 
 
As the budget process evolves, refinements are added; in the instance of this circular, the budget content 
and format is fleshed out. Emanating from earlier experience, two key concepts are underlined: 
· Funding the Budget: Balancing the budget under GRAP requires a more comprehensive approach 
than before. Annual budgets may only be funded from: 
o revenue collection, the forecast of which must be realistic; 
o accumulated funds from previous years, not committed for other purposes, and 
o borrowed funds for capital expenditure. 
The new formats further require that the Income Statement and Balance Sheet be considered 
simultaneously. 
· Credible budget: A creditable budget requires proper planning with realistic revenue recovery to 
ensure full budget spend at financial year-end. Characteristics of a creditable budget include: 
o A realistic IDP aligned with the financial constraints of a municipality; 
o Service delivery targets and performance agreements are realistic and achievable; 
o Revenue and expenditure budgets are consistent with past performance, supported by 
documentation and defensible assumptions;  
o Does not jeopardise the financial viability of a municipality, and 
o Contains appropriate delegations to exercise sound financial management (Republic of South 
Africa, 2005: 2). 
The balance of the Circular deals with the content of the budge in detail, prescribing that all municipalities 
follow the standard format, assuring consistency that facilitates a comparison in terms of provincial and 
national reporting. 
 
2.4.7.11. Circular 31 of 2006: Budget Tabling and Adoption 
 
The circular was issued on 10 March 2006, to remind municipalities of budget tabling and adoption 
deadlines, in light of recent local government elections. It was emphasized that no exemptions for late 
delivery would be considered. 
 
2.4.7.12. Circular 41 of 2007: 2007/08 MTREF update 
 
The first circular of 2007 was issued to provide information on policy priorities, the fiscal framework, 
growth parameters and local government transfers for the 2007/08 MTREF budget.  
 
2.4.7.13. Circular 42 of 2007: Funding a Municipal Budget 
 
In addition to the funding information provided in Circular 28, this circular reinforces the intent of budget 
related provisions in the MFMA. The MFMA introduced accrual-based in favour of fund-based financial 
management in an effort to ensure medium-term sustainability of municipal budgets. It is noted that “a 
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realistic, credible, viable and sustainable budget is achieved through simultaneous alignment of projected 
financial performance, financial position and cash flows.” (Republic of South Africa, 2007: 1) The 
predominant principle of this approach is that current contributors comprising rate-payers and 
communities pay for the services which they have access to and use at a fair rate, without either 
providing funding for future users, or neglecting maintenance to the extent that future payers will be 
negatively impacted. 
 
The move away from a funded-budget, where incoming funds were balanced with outgoing funds plus 
any reserves, requires a transparent budget and accounting system approach. The circular concludes by 
providing a detailed example of achieving a financial performance budget. 
 
2.4.7.14. Circular 45 of 2008: 2008/09 MTREF Budget 
 
The first circular of 2008 was issued to provide information on National priorities, macroeconomic 
forecasts, the 2008/09 budget process and timelines and local government transfers for the 2008/09 
MTREF budget.  
 
2.4.7.15. Circular 48 of 2009: Municipal Budget Circular for the 2009/10 MTREF 
 
This circular was issued to provide information apposite to the preparation of the 2009/10 MTREF in 
consideration of the prevailing economic climate. It included advice in light of the global financial crisis, 
government priorities, inflation forecasts, bulk electricity tariff increase, and municipal transfers. The 
circular provided details in two Annexures due to the anticipated impact of financial and energy crises on 
municipal finances. 
 
2.4.7.16. Circular 51 of 2010: Municipal Budget Circular for the 2010/11 MTREF 
 
Circular 51 provides the most comprehensive information to date, indicating approach to a level of 
maturity in implementation of the MFMA and municipal progress in understanding the requirements. The 
emphasis is on measures of austerity and ’doing more with existing resources’ in providing an efficient 
and effective public service that plays a significant role in reducing regional unemployment (Republic of 
South Africa, 2010b: 2). Reforming procurement and countering corruption remains on the agenda. The 
circular again addressed issues such as inflation forecasts; bulk electricity and water tariff increases and 
municipal transfers, as well as the impact of implementation of the National Property Rates Act. The 
detailed circular is not analysed as it is directly applicable to the budget year preceding the year that is 
the focus of this study. 
 
2.4.7.17. Circular 54 of 2010: Municipal Budget Circular for the 2011/12 MTREF 
 
Circular 54 is the final circular directly applicable to the budget year under consideration and was issued 
in 2010, a month earlier than MTREF budget circulars had been issued before.  An additional item to the 
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usual MTREF content is the aim to motivate municipalities to adhere to the budget process through better 
preparation and planning despite local government elections. Elections always hold the possibility of 
transition, with the potential of new leadership who may identify priorities not previously budgeted for. 
Furthermore, the election may directly impact the budget process integrity in the following ways: 
· The risk that the outgoing council will approve unrealistically low rate and tariff increases as election 
ploy, which will not be sustainable, and 
· The overlap of the budget and IDP public participation process coinciding with the election 
campaigning period. 
At the time of issue, the election date was unknown, other than falling in the period between 2 March and 
2 June 2011, and guidance was thus provided broadly. The stability in concluding all three overlapping 
budget year-processes successfully lies largely in the hands of officials in permanent employment rather 
than Section 78 employees, as Local Government has no control over establishing the election date and 
thus need to prepare for all eventualities. National Treasury suggested two options: 
· That the 2011/12 budget be approved by the outgoing Council by the end of April, to provide the 
best chance for a successful of approving the budget. This would result in the incoming council 
having an opportunity for change only during the adjustment budget of January 2012, with the 
downside that they may be reluctant to accept responsibility for implementation of a budget they had 
little input in determining, and 
· The second option was for the outgoing council to prepare the budget through the budget process, 
but wait for the new council to be constituted to approve the budget. 
 
In revising rates, tariffs and other charges, municipalities are urged to consider the prevailing economic 
climate including levels of unemployment, household incomes, and recovery of the property market, as it 
impacts directly on affordability (Republic of South Africa, 2010c: 8). While excessive increases invariably 
lead to lower payment rates and increased bad debts, municipalities must continue to work towards 
services tariffs reflecting actual costs. Any increase above 6% has to be individually justified to NT. 
Publishing of multi-year tariffs is encouraged, particularly to increase business confidence and provide 
sufficient information to households to adapt their usage patterns in the medium term to improve 
efficiency. 
 
The electricity guideline increase had been established at 20.8%. Municipalities were encouraged to 
submit their comments to the National Energy Regulator of South Africa (NERSA). Water tariffs had 
historically been unrealistically low, based on sufficient capacity with sound infrastructure, without 
covering the cost for augmenting and replacing water-supply infrastructure. A focus on water security is 
further affected by the unknown impact of climate change. Municipalities thus have to aim for publishing 
water tariffs, which are fully cost-reflective, structured in a manner that protects basic levels of service 
and encourages efficient and sustainable consumption (Republic of South Africa, 2010c: 9). 
 
Cabinet adopted 12 desired outcomes of public service delivery priorities and targets, the list of which 
was included in MFMA Circular 54 as Annexure A (Republic of South Africa, 2010c: 4). These outcomes 
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originated from the need to monitor and evaluate government delivery on its mandate. Municipalities 
were requested to consider these outcomes in revising their IDPs and preparing their budgets.  
 
The national outcomes, and expected associated roles of Local Government are to: 
1. Improve the quality of basic education 
· Facilitate the building of new schools by: 
o Participating in needs assessments; 
o Identifying appropriate land, and 
o Facilitating zoning and planning processes; 
· Facilitate the eradication of municipal service backlogs in schools by extending appropriate bulk 
infrastructure and installing connections. 
2. Improve health and life expectancy 
· Strengthen effectiveness of health services by specifically enhancing TB treatments and 
expanding HIV and AIDS prevention and treatments, and 
· Continue to improve Community Health Service Infrastructure by providing clean water, 
sanitation and waste removal services. 
3. Provide that all people in South Africa are protected and feel safe 
· Facilitate development of safer communities through better planning and enforcement of 
municipal by-laws; 
· Direct traffic-control function towards policing high-risk violations; 
· Metro police services should contribute by: 
· Increasing police personnel; 
· Improving collaboration with SAPS, and 
· Ensuring rapid response to reported crimes. 
4. Provide decent employment through inclusive economic growth 
· Create an enabling environment for investment by streamlining planning application processes; 
· Ensure proper maintenance and rehabilitation of essential services infrastructure; 
· Ensure proper implementation of the EPWP at municipal level; 
· Design service delivery processed to be labour intensive; improve procurement systems to 
eliminate corruption and ensure value for money, and 
· Use community structures to provide services. 
5. Promote a skilled and capable workforce to support inclusive growth 
· Develop and extend intern work experience programmes in municipalities, and 
· Link municipal to skills development initiatives. 
6. An efficient, competitive and responsive economic infrastructure network 
· Ring-fence water, electricity and sanitation functions so as to facilitate cost-reflecting pricing of 
these services; 
· Ensure urban spatial plans provide for commuter rail corridors, as well as other modes of public 
transport; 
· Maintain and expand water purification works in line with growing demand; 
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· Cities to prepare to receive a devolved public transport function, and 
· Improve maintenance of municipal road networks. 
7. Promote vibrant, equitable and sustainable rural communities and food security 
· Facilitate the development of local markets for agricultural produce; 
· Improve transport links with urban centres so as to ensure better economic integration; 
· Promote home production to enhance food security, and 
· Ensure effective spending of grants for funding extension of access to basic services. 
8. Sustainable human settlements and improved quality of household life 
· Cities must prepare to be accredited for the housing function; 
· Develop spatial plans to ensure new housing developments are in line with national policy on 
integrated human settlements; 
· Participate in the identification of suitable land for social housing, and 
· Ensure capital budgets are appropriately prioritised to maintain existing services and extend 
services. 
9. Provide a responsive, accountable, effective and efficient local government system 
· Adopt IDP planning processes appropriate to the capacity and sophistication of the municipality; 
· Implement a community work programme; 
· Ensure ward committees are representative and fully involved in community consultation 
processes around the IDP, budget and other strategic service delivery issues, and 
· Improve municipal financial and administrative capacity by implementing competency norms and 
standards and acting against incompetence and corruption. 
10. Protection and enhancement of environment and natural resources 
· Develop and implement water management plans to reduce water losses; 
· Ensure effective maintenance and rehabilitation of infrastructure; 
· Run water and electricity savings awareness campaigns; 
· Ensure proper management of municipal commonage and urban open spaces, and 
· Ensure development does not take place on wetlands. 
11. A better South Africa, a better and safer Africa and world 
· Ensuring basic infrastructure is in place and properly maintained, and 
· Create an enabling environment for investment. 
12. Foster a development-orientated public service and inclusive citizenship 
· Continue to develop performance monitoring and management systems; 
· Comply with legal financial reporting requirements; 
· Review municipal expenditures to eliminate wastage, and 
· Ensure councils behave in ways to restore community trust in local government 
(Republic of South Africa, 2010c: 14-17). 
 
The 12 outcomes must be considered in municipal budget processes. At the time of issue, it was not 
clear how or whether performance relative to these goals would be measured across the spheres of 
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government. As a minimum, the outcomes should be related to those incorporated in the City of Cape 
Town’s IDP. 
 
2.4.7.18. Circular 55 of 2010: Municipal Budget Circular for the 2011/12 MTREF 
 
Circular 55 was issued on 7 March 2011 in addition to Circular 54, providing additional and updated 
information and guidance to be applied in the 2011/12 MTREF. The following content relevant to this 
study was included: 
· The national priority of job-creation was underpinned and local authorities urged to support the drive 
by implementing solutions which maximise employment opportunities; 
· Headline inflation forecast of 4.8%, 5.3% and 5.5% for the years 2011/12 to 2013/14 respectively; 
· Updated information on bulk tariff increases, including the introduction of inclining block tariffs in the 
electricity sector, and 
· Concern regarding renewal and repairs and maintenance of existing assets, particularly electricity, 
water reticulation, sewage, storm water and roads systems. The circular advises that: 
o Special motivation needs to be made to National Treasury where a municipality allocates 
less than 40% of its capital budget to renewal of existing assets; 
o  Repairs & Maintenance of less than 8% of the write-down asset value needs to be 
motivated, and 
o Narrative information on how assets will have their value protected through maintenance 
has to be included in the budget (Republic of South Africa, 2011b: 7). 
 
2.4.8. Local Government Budgets and Expenditure Review: 2003/04 – 2009/10 
 
While the bulk of this report deals with a comparative analysis of municipalities, important points apposite 
to the research are raised, as identified below. 
 
Municipalities play a critical part in the national economy, contributing approximately 7% to GDP through 
combined expenditure and providing services essential to the functioning of the economy as well as to 
people, business and industry. Municipalities further contribute 24% of the total investment in public 
infrastructure. Municipalities play a significant role in combating poverty, directly through for example the 
provision of free basic services, and indirectly through providing and enabling economic environment 
resulting in further employment opportunities. Municipalities generally provide dynamic environments, 
with urbanisation resulting in continued growth of overall citizens in larger centres, while a reduction in 
average household size leads to increasing number of households (Republic of South Africa, 2008c: 5). 
 
The disparate circumstances across the then 283 municipalities were highlighted in terms of population, 
population growth, economic growth, and income. Municipalities with lesser ability to become self-funding 
due to their weak economic positions regionally were seen to be over-reliant on transfers, which was 
unsustainable in the long run. The review was published prior to clarity on the impact of the global 
financial crisis on the national economy. One of the concerns highlighted was the failure of municipalities 
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to keep up with private sector growth and development in providing enabling infrastructure, as signified 
by the gap between the rate of growth of approved building plans and completed construction versus 
local government capital expenditure. The financial crisis led to a global slowdown in growth, resulting in 
lower demand for new infrastructure (Republic of South Africa, 2008b: 16). However, the extent of capital 
investment in public infrastructure in municipal areas will continue to put pressure on municipal 
infrastructure, planning development and control. This is one of the inefficiencies, which led to the 
conceptualisation of this research. 
 
Three crosscutting issues were identified as requiring urgent attention as their resolution would have a 
significantly positive impact: 
 
· The Built Environment: Given that most of business and infrastructure investment occurs in 
metropolitan municipalities, the efficiency of spatial planning and development controls impacts directly 
on the economy. The legacy of a plethora of legislation, controls and necessary approvals provide 
scope for unscrupulous developers to maximise its return at the expense of local government. This is 
exacerbated by poor coordination between spheres of government and overlapping responsibilities; 
· Reforms in Financial Management: While significant reforms have been made in line with the MFMA, 
the transformation process is thwarted by high turnover of senior officials, and recruitment of less than 
competent financial managers, and 
· Municipal staff: Technical and key managerial posts need to be filled at all times to ensure continuous 
service delivery. Levels of staff across the grade spectrum need to be balanced to ensure proper 
strategy, planning and implementation. Municipalities must support job creation in the determination of 
how services are to be delivered, while the cost of employment should be managed with care (Republic 
of South Africa, 2008c: 14). 
 
2.4.9. Local Government Asset Management Guideline 
 
In 2008, NT issued a guideline to assist Local Government in managing their assets. Asset management 
challenges arising from the establishment of bordering municipalities across the country included 
custodianship of assets not being quantified, lack of information and know-how on management and 
maintenance, and lack of financial management of the asset base. The guideline provides detailed 
information on practical asset management organisation and planning, life-cycle considerations, and 
operation and maintenance plans. As financial management is NT’s core responsibility, the bulk of the 
guideline deals with governance and accounting for assets and includes numerous practical examples 
(Republic of South Africa, 2008d: 4). 
 
2.4.10. Conclusion of Legislation Related to Municipal Budget Matters 
 
Legislation pertaining to Local Government comprehensively prescribes the management of local 
authorities, with the budgeting process being a major focus area. Understanding both the rules and intent 
of the legislation enables streamlining the procedural aspects of the budgeting process to allow more 
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space for interrogating the budget content. The legislation is deemed to be appropriate. Applicable to 278 
municipalities, down from 281 (Republic of South Africa, 2010b: 4), legislation is sufficiently broad to 
apply to all categories of municipalities, and varying levels of sophistication. Five years of clean audit 
reports for the City of Cape Town is indicative that legislative compliance is achieved.  
 
2.4.11. City of Cape Town Policies 
 
The Local Government: Municipal Finance Management Act (56/2003): Municipal budget and reporting 
regulations (Republic of South Africa, 2009a: 12) lists a number of budget-related policies which 
municipalities need to prepare and implement: 
a) Tariff policy; 
b) Rates policy; 
c) Credit control and debt collection policy; 
d) Cash management and investment policy; 
e) Borrowing policy; 
f) Funding and reserves policy: 
g) Long-term financial planning policy; 
h) Supply chain management policy; 
i) Management and disposal of assets policy; 
j) Infrastructure investment and capital projects policies including: 
(i) Planning and approval of capital projects policy, and 
(ii) Developer contributions for property development policy; 
k) Indigents policy; 
l) Provision of free basic services policies; 
m) Budget implementation and monitoring policies including: 
(i) Shifting of funds within votes; 
(ii) Adjustments budgets; 
(iii) Unforeseen and unavoidable expenditure, and 
(iv) Management and oversight; 
n) Managing water and electricity policies including: 
(i) Management of losses, and 
(ii) Promotion of conservation and efficiency; 
o) Personnel policies including overtime, vacancies and temporary staff; 
p) Policies related to municipal entities, and 
q) Any other budget-related policies. 
 
The above listed policies have to be and are available on the municipality’s website. The policies are not 
aspirational and merely document the principles behind and the processes to follow in financial 
management in the City of Cape Town. 
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2.5 CITY OF CAPE TOWN BUDGET ANALYSIS 
 
The purpose of this section is to evaluate the prevailing environment and analyse how resources are 
allocated in the City of Cape Town. The 2011/12 budget provides source information of the budget 
process and outcome as it relates to trends in revenue and expenditure, using audited information of 
financial years between 2007 and 2010, forecast for 2010/11, approved budget for 2011/12 and MTREF 
forecast to 2013/14, as required by the MFMA budget format guidelines (Republic of South Africa, 2010d: 
5). The analysis tracks how budget has been allocated in the past and assesses the year-on-year 
variance in terms of revenue and allocation of budget to votes and categories of expenditure, with a 
principle focus of analysis on 2011/12. Alignment with IDP departments and organisational structure is 
further reported on to provide a thorough understating of the complex environment that gives birth to the 
budget. 
 
2.5.1. Budget Overview 
 
In line with legislation, municipal budget development is guided by priorities from an approved IDP 
together with its MTREF to ensure alignment with revenue projections two years beyond the current 
budget year. According to the City of Cape Town Budget 2011/12 to 2013/14, as approved in June 2011, 
the budget was crafted in anticipation of a reviving economy (City of Cape Town, 2011a: 14) whilst the 
effects of the recent financial crisis can still be felt in inconsistent revenue recovery. The approved budget 
for the City of Cape Town for 2011/12 consists of an operating budget of R22 142 million (81.3%) and a 
capital budget of R5 090 million (18.7%) totalling R27 231 million, a 16% increase on the previous year. 
 
The City of Cape Town’s MTREF model is reviewed every year as part of the budget process, in an effort 
to determine the affordability envelope. Assumptions of previous years influence affordability in terms of 
accuracy of forecast CPI, extent of capital spending, actual collection rates, growth or shrinkage in 
serviced households and other extraneous factors. 
 
Operating expenditure (Opex) describes the cost of day to day operating of the municipality including, 
inter alia, staff costs, depreciation, consumables and debt impairment.  Capital expenditure relates to 
items of property, plant and equipment (PPE) used over more than a single accounting period, which 
represents tangible items used “in the production or supply of goods or services, for rental to others, or 
for administrative purposes” (Republic of South Africa, 2008: 4), and has an acquisition value greater 
than R1 000 (City of Cape Town, 2009a: 9). 
 
An environment of austerity requires that resources be even more carefully allocated as allocation of 
additional resource is exceedingly unlikely. This was reiterated in National Treasury guidelines (Circular 
51) - “… over the next few years, government must deliver more services – and deliver them more 
efficiently – within a tight resource envelope.  Achieving this objective requires a new way of working: the 
budget has been reprioritised so that money is moved from low-priority programmes to high-priority 
programmes. Municipalities are encouraged to adopt similar stances on these issues. This is particularly 
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important in the run-up to the local government elections. Mayors and councils need to remain focused 
on the effective delivery of core municipal services….” (National Treasury, 2010b:2) 
 
With the newly elected Municipal Council in place by July 2011, the budget theme adopted for the 
2011/12 budget was “driving efficiencies – reprioritisation of existing resources and current allocations.” 
In support of National Government’s initiative of focusing resources on the poorest communities, the 
budget was “designed to further extend the City of Cape Town’s already extensive package of services 
and financial relief measures for Cape Town’s indigent communities, while still maintaining appropriate 
levels of service delivery to Capetonians across the full income spectrum.” (City of Cape Town, 2011a: 
14) 
 
The City of Cape Town’s budget is dynamic in its response to various factors including the economic 
climate, with the 2011/12 budget influenced by: 
· Sustainable budgeting in line with medium-term forecasts; 
· Reasonable revenue estimates informing expenditure; 
· Asset renewal strategy including repairs and maintenance goals; 
· Legislative imperatives, and 
· Targeted efficiency improvement interventions in priority areas and fixed commitments. 
 
2.5.2. Operational Budget 
 
The City of Cape Town’s budget is dynamic in its response to various factors including the economic 
climate, inflation and population growth. The budget is presented in three ways in the Budget report: by 
Type, Vote, and Standard Classification, as per National Treasury’s MFMA Municipal Budget and 
Reporting Regulations (Republic of South Africa, 2009a: 56). This study will focus on analysis of the 
Operating budget by Type and by Vote. 
 
 
2.5.2.1. Operating Budget by Type 
 
The operating budget increased by 13.06% for the financial year to 2011/12 to R22.142 billion (City of 
Cape Town, 2011a:14) is shown in Table 2.5.1 and Figure 2.1. While the study is aimed at developing an 
alternative model for allocating budget, sustainability of the budget system is premised on defensible, 
reasonable and reliable sources of revenue. Expenditure and Revenue are mutually dependent and each 
can be varied to complement variation in the other. 
 
Table 2.5.1:  Revenue streams by type 
Revenue Stream 
Revenue per year (R000's)  Year on 
year 
increase 
(%) 
2007/08 
Audited 
2008/09 
Audited 
2009/10 
Audited 
2010/11 
Forecast 
2011/12 
Budget 
Property Rates tax  3 182 895   3 163 360   3 754 425   4 206 430   4 581 985  8.93 
Property rates - Penalties & Collection 
Charges  75 850   77 244   86 889   80 430   85 759  6.63 
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Service charges - Electricity   2 922 573   3 979 645   5 336 970   6 638 174   8 125 664  22.41 
Service charges - Water   1 231 444   1 281 671   1 483 354   1 659 871   1 828 095  10.13 
Service charges - Sanitation   725 274   744 294   801 003   899 609   991 118  10.17 
Service charges – Refuse  463 776   537 484   614 451   762 770   820 410  7.56 
Service charges – Other  442 033   400 121   499 999   651 133   625 371  -3.96 
Rental of facilities and equipment  214 371   219 609   243 468   1 478 282   1 897 816  28.38 
Interest - external investments  367 956   441 012   293 555   1 760 230   1 912 282  8.64 
Interest - outstanding debtors  167 747   215 721   212 978   244 503   264 043  7.99 
Fines  159 224   183 283   154 584   213 936   192 426  -10.05 
Licenses and Permits  31 036   31 337   33 054   210 860   218 335  3.55 
Agency Services  112 654   109 222   111 097   180 569   186 892  3.50 
Transfers Recognized – Operational  1 773 881   2 281 920   1 194 162   28 764   30 046  4.46 
Other Revenue  293 551   195 685   1 631 529   115 993   115 993  0.00 
Gains on Disposal of PPE  47 870   183 491   79 142   310 444   105 000  -66.18 
Total Revenue  12 212 135  14 045 099  16 530 660  19 441 998  21 981 235  13.06 
 
The year on year increase of 13.06% can be attributed to: 
· Increase of national equitable share allocation of 12.5%; 
· Rates increase of 8.9% on average added to a base growth of 7.3%; 
· Utility service revenue: 
o electricity increasing by 19.94% to allow for Eskom increase of 26.71%, included in 
additional services due to growth, electricity revenue increases by 22.4%; 
o water and sanitation revenue increases by 10.1% as a result of tariff increase of 8.28% 
and natural growth and change in consumption, and 
o solid waste tariff increase of 5.5% results in a 7.6% revenue increase. 
 
Turbulence in revenue prior to 2009/10 can be attributed to increased spending on in anticipation of the 
2010 Soccer World Cup as well as uncertainty around electricity price increases. This appears to have 
stabilised with relatively predictable growth indicated. Budget forecast for the major items to 2013/14 are 
based on increase in rates revenue of 9.4%, recognised transfers of 9.32% and service charges average 
increase of 13.5% resulting in an overall revenue increase of 15.6%. 
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Figure 2.1: Operating Revenue by Type: Growth Trends  
 
 
Service charges contribute 56.37% of all operating revenue, of which electricity contributes approximately 
two thirds. The steep increase in electricity revenue is offset by the increase in expenditure in the form of 
bulk electricity purchases. The rates contribution is 20.84%, while recognised transfers add 8.63% as can 
be seen in Figure 2.2. Recognised transfers are part of the equitable share allocation from national 
government through DORA, principally for the intent of providing basic services to the poor. The City of 
Cape Town allocates this amount into the indigent relief fund and thus uses it directly for the purpose 
allocated.  
 
The main revenue items of rates and services fall under the City of Cape Town’s control. As long as 
service delivery is provided at reasonably acceptable levels of service, the City of Cape Town can rely on 
continuity of income to fund its operations with a degree of certainty. The risk of major and sudden 
change to the status quo is deemed to be low, and likely to occur only due to an extraneous shock, such 
as dramatic changes to energy supply, rainfall or central government funding policy. 
 
Figure 2.2: Revenue streams by Type: 2011/12 Operating Budget 
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Between 2007/8 and 2011/12, the operating budget grew by between 13 and 15.6% at an average rate of 
13.85% as per Table 2.5.2 and Figure 2.3. Particular circumstances occasionally lead to fluctuations 
outside the normal range for specific reasons. Expenditure increase is related to revenue increase, which 
is guided by National Treasury and driven mainly by inflation and annual increases in rates and bulk 
service charges.  
 
Table 2.5.2:  Expenditure by Type 
Expenditure Type 
Expenditure per year (R000's) 
2007/8 2008/9 2009/10 2010/11 2011/12 
Employee costs   4 153 345   4 537 568   5 587 167   6 318 122   7 091 648  
Remuneration of councillors  70 934   77 629   84 451   92 296   108 786  
Debt impairment   708 643   771 801   635 851   967 873   1 039 970  
Depreciation & asset impairment   809 719   864 825   1 043 389   1 263 258   1 392 823  
Finance charges   274 801   396 168   599 797   739 507   766 367  
Bulk Purchases   2 141 514   2 880 965   3 667 765   4 656 592   5 785 876  
Other materials   57 432   55 409   68 014   314 030   319 316  
Contracted services   596 506   674 675   800 498   1 925 180   2 320 168  
Transfers & grants   81 919   125 142   90 338   91 296   96 419  
Other expenditure   3 161 688   3 483 628   3 854 585   3 087 736   3 220 503  
 Total Expenditure   12 056 501   13 867 810   16 431 855   19 455 890   22 141 876  
 
The average increase in operating expenditure from 2007/08 to 2010/11 was 17.31% that dropped to 
13.21% in the following period, due in part to reduced inflation and again the 2010 SWC. 
 
Figure 2.3: Operating expenditure by Type: growth trends  
 
Allocation of the operating budget is specifically critical to this research, given that the operating budget 
constitutes more than 81% of the overall budget. Employee costs account for nearly a third of the 
allocation, with Bulk Purchases contributing 26.1% as depicted in Figure 2.4. Budgeted expenditure will 
be further analysed, but the principle reasons for year-on-year increase to the 2011/12 budget include: 
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· An increase in staff costs due to an increase in some areas, notably Safety & Security, and IRT 
project staff; 
· Depreciation cost due to significant increase in asset base from IRT infrastructure; 
· Increase in bulk service purchase cost due to above inflationary increase for water and electricity, 
and 
· Contracted services now provides for Repairs and Maintenance. 
 
Figure 2.4: Operating expenditure by Type 2011/12 
 
 
 
Employee costs account for 32% of operating expenditure. In South Africa, approximately 200 000 
people are employed in local government, accounting for an average of 30% of total municipal operating 
expenditure (Republic of South Africa, 2008c: 15). 
 
2.5.2.2. Operating Budget by Vote 
The concept of ’Votes’ was introduced in the MFMA in an effort to improve transparency and 
accountability. The basic functions and sub-functions listed in the IMF’s GFSs are used to classify the 
organisational structure into functional units, where the votes are easily used for accounting purposes. 
The budget votes at the City of Cape Town are aligned with the directorates, each under the leadership 
of an Executive Director, who accounts for performance of their Vote through their performance 
contracts. Operating budget by Vote is shown in Table 2.5.3. There are currently 13 Votes, aligned with 
the City Manager, 10 Executive Directors and the Chief Audit Executive. The 13th Vote, ‘Vote 9 – Rates 
&Other’ is accounted for by the CFO. 
 
Table 2.5.3:  Operating Budget by Vote 
Vote Budget per year (R000's) 
 2007/8   2008/9   2009/10   2010/11   2011/12   2012/13   2013/14  
1 Community Services  799 049   931 422   1 061 548   1 145 609   1 239 456   1 330 669   1 447 584  
2 Corporate Services   1 247 292   1 216 097   1 419 212   1 503 537   1 626 753   1 727 296   1 857 829  
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Vote Budget per year (R000's) 
 2007/8   2008/9   2009/10   2010/11   2011/12   2012/13   2013/14  
3 Economic & Social  204 352   234 616   268 096   294 346   333 458   356 324   383 154  
4 Finance Services   814 013   996 253   1 264 843   1 506 369   1 567 385   1 765 156   1 990 258  
5 Health   370 593   437 668   534 937   629 506   707 404   783 394   852 562  
6 Housing   582 043   710 926   697 077   689 920   754 811   1 067 178   1 174 213  
7 Internal Audit   18 084   23 641   26 320   31 056   32 964   36 128   39 563  
8 Office of the City Manager   200 150   240 904   246 391   299 318   325 441   364 600   392 227  
9 Rates & Other   569 817   222 380   394 311   554 709   679 090   888 207   1 096 314  
10 Safety & Security   941 827   1 049 027   1 089 714   1 188 081   1 260 296   1 375 679   1 501 802  
11 Strategy & Planning   230 346   290 075   333 671   373 419   389 297   422 727   460 820  
12 Transport  Roads & Projects  805 027   773 388   1 156 255   1 507 720   1 855 942   1 949 390   1 906 982  
13 Utility Services   5 275 522   6 744 904   7 942 557   9 732 300  11 369 576  13 441 689  15 921 186  
  Total  12 058 115  13 871 301  16 434 932  19 455 890  22 141 873  25 508 437  29 024 494  
 Year on year increase  15.04% 18.48% 18.38% 13.81% 15.20% 13.78% 
 
The budget increases in the two years prior to the 2010 SWC were significantly higher than the average 
increase of 15.78%. The above average growth was further impacted upon the increase in the cost of 
electricity from Eskom. The average increase remains significantly higher than the national inflation rate 
target of 6%. Growth trends in many of the votes are consistent. The Directorates aligned with Votes 
showing irregular growth and reasons for this are: 
· Vote 6: Housing: With the focus on other services, Housing’s budget showed growth of 
only 2% from 2008/9 to 2011/12. This is shown to increase by an average of 28% per year 
for the MTREF period, and 
· Vote 12: Transport, Roads & Major Projects: Due to preparation for the SWC, and 
implementation of the IRT project, growth averaged at 35% for the three years to the 
2011/12 period. It is reflected as dropping sharply in the MTREF period, increasing by only 
1% to 2013/14. 
 
Growth trends in the operating budget are shown in Figure 2.5. The Utility services vote has grown 
consistently, mainly driven by increase in the cost of bulk utilities as well as providing for growth, while 
the other votes are more prone to fluctuation.  
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Figure 2.5:  Operating Budget by Vote – growth trends 
 
 
Figure 2.6 indicates that Utility Services constitutes more than half of the total operating budget when 
analysed by Vote. 
 
Figure 2.6:  Operating Budget by Vote 
 
 
 
2.5.3. Capital Budget 
The 27.4% growth in capital budget to R5.09 billion in the 2011/12 financial year is attributable to: 
· External funding allocations to transport, roads and major project votes; 
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· CRR funding for solid waste plant and equipment; 
· Addressing priorities especially in water and sanitation, attributable to: 
o Augmenting the availability and capacity of bulk-water and waste-water treatment 
infrastructure; 
o New infrastructure related to growth and development, and 
o Replacement of vehicles and improving efficiencies to reduce operational costs 
(City of Cape Town, 2011a: 34). 
Renewal of assets, for example repairs and maintenance, has an allocation of 38.7% (R1.969 million) 
while new assets, which includes procurement of goods as well as construction of infrastructure, 
represents 61.3% (R3.121 million). 
 
Capital funding sources are presented in Table 2.5.4. Capital funding allocations from National and 
Provincial governments peaked in 2008/09 in preparation for the 2010 Soccer World Cup, while the 
allocation from National government in the 2011/12 year increased by 82%. ’Transfers recognised’ refers 
to grants that are deemed to be enforceable. 
 
Table 2.5.4: Capital funding sources 
Source Funding per year (R000's) 2007/8 2008/9 2009/10 2010/11 2011/12 
 National Government   1 071 282   2 423 827   1 672 706   1 295 433   2 363 713  
 Provincial Government   154 698   477 059   253 151   419 539   297 446  
 Other transfers and grants   1 276   2 854   23 650   7 314   3 340  
 Transfers recognized - capital   1 227 256   2 903 740   1 949 507   1 722 286   2 664 499  
 Public donations   48 399   58 601   45 337   52 866   50 860  
 Borrowing   1 242 470   1 609 436   1 782 932   1 442 790   1 357 386  
 Internally generated funds   584 273   488 566   885 151   777 536   1 017 122  
 Total   3 102 398   5 060 343   4 662 927   3 995 478   5 089 867  
 
Capital funding is sourced mainly through recognised transfers from National and Provincial government, 
borrowing, and generation of internal funds. A specific trend is not evident though in the medium term, it 
is forecast that expenditure will continue with very little increase between the 2011/12 and 2013/14 
budgets. A reduction in government transfers can be compensated for by borrowing where there is a 
capital shortfall that cannot be reprioritised. 
 
The City of Cape Town has little control over transfers from national and provincial government, which 
contributes approximately half of capital funding, but can raise capital as required through borrowing and 
generation of funds within prudent fiscal limits. Fluctuation in funding is indicated in Figure 2.7. The 
capital portion that the City of Cape Town has direct control over how to allocate comprises 57% of the 
capital budget, and only 9% of the overall budget, including operating revenue. In 2011/12 this came to 
an amount of R2.273 billion. The entire capital budget is allocated to specific projects per vote, rather 
than by funding source, unless grants are proffered to fund specific projects. 
 
Chapter 2: Related Literature and Legislation  2 April 2013 
   82
Figure 2.7: Capital funding source fluctuation 
 
Figure 2.8 indicates the funding source composition particular to the 2011/12 budget year. While 
borrowings exceeded equitable share allocations in the previous 2 financial years, in 2011/12 a steep 
increase in National government funding is evident. Forecasting capital transfers is complicated by the 
absence of a growth trend or pattern as the national division of revenue is influenced by a myriad of 
factors prevailing in the country, while having an immediate and practical impact on the business of local 
government.  
 
Figure 2.8: Funding source composition 
 
 
Table 2.5.5 indicates the allocation of capital by vote while Figure 2.9 depicts the fluctuation. The capital 
allocated to each varies a great deal from year to year based on specific requirements. The magnitude of 
capital allocated to housing, transport and utility services are of a different magnitude to the other votes. 
Utilities capital allocation shows a consistent growth trend, while transport expenditure spikes can be 
attributed to implementation of the IRT. 
 
Table 2.5.5: Capital allocation by vote 
Vote Description 
Allocation per year (R000's) 
2007/8 2008/9 2009/10 2010/11 2011/12 
Audited Audited Audited Forecast Budget 
1  Community Services   158 513   239 253   138 365   154 095   150 037  
2  Corporate Services   110 794   108 062   188 743   134 662   208 630  
Chapter 2: Related Literature and Legislation  2 April 2013 
   83
3 Economic & Social develop  16 541   20 244   15 736   31 024   172 051  
4 Finance Services   14 317   10 779   16 204   14 175   5 062  
5 Health   24 434   17 951   25 567   16 896   24 848  
6 Housing   147 529   227 314   229 711   455 370   738 081  
7 Internal Audit   125   484   419   242   171  
8 Office of the City Manager   5 648   13 358   4 309   26 237   20 055  
9 Rates & Other   -   -   -   -   -  
10 Safety & Security   55 510   96 956   58 554   35 837   41 101  
11 Strategy & Planning   39 012   95 849   73 332   52 556   46 570  
12 Transport, roads & Projects   1 404 027   2 840 134   2 356 578   1 566 313   1 876 566  
13 Utility Services   1 125 949   1 389 960   1 555 409   1 508 071   1 806 695  
  
 3 102 399   5 060 344   4 662 927   3 995 478   5 089 867  
 
Figure 2.9: Capital allocation fluctuation by vote 
 
Figure 2.10 indicates the capital allocation relevant to the 2011/12 budget year, indicating that transport 
and utilities account for over 70% of the capital allocation. 
 
Figure 2.10: Capital allocation by vote 
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Over and above providing budget detail by vote, the budget report presents the budget by standard 
classification. This provides a broad overview of the budget into meaningful classification in the 4 
categories of governance and administration, community and public safety, economic and environmental 
services and trading services, as shown in Table 2.5.6. Figure 2.11 shows the fluctuation by standard 
classification, which emphasizes the lack of general growth trends other than in trading services which 
represent utility services. 
 
Table 2.5.6: Capital allocation by Standard Classification 
Capital expenditure - Standard  Allocation per year (R000's) 2007/8 2008/9 2009/10 2010/11 2011/12 
 Governance & administration   131 746   156 785   225 706   179 139   386 458  
 - Executive and council   4 148   10 562   3 799   8 168   6 504  
 - Budget and treasury office   8 238   8 749   8 538   13 409   10 725  
 - Corporate services   119 360   137 474   213 369   157 562   369 229  
 Community and public safety   1 445 100   2 703 844   1 268 217   1 151 582   1 032 476  
 - Community and social services   37 521   51 924   49 186   85 842   60 108  
 - Sport and recreation   1 162 377   2 280 359   874 082   507 975   134 245  
 - Public safety   73 709   127 474   90 591   87 298   73 925  
 - Housing   147 355   226 936   228 579   453 574   740 500  
 - Health   24 138   17 151   25 779   16 893   23 698  
 Economic and environmental services   398 948   836 976   1 640 556   1 181 376   1 885 548  
 - Planning & development   40 941   74 752   46 452   33 887   36 995  
 - Road transport   346 519   747 859   1 585 918   1 137 070   1 821 203  
 - Environmental protection   11 488   14 365   8 186   10 419   27 350  
 Trading services   1 125 778   1 361 318   1 527 196   1 480 997   1 783 336  
 - Electricity   537 568   496 871   665 972   774 760   804 650  
 - Water   210 266   241 094   191 283   193 828   316 913  
 - Waste water management   267 326   458 464   384 535   262 851   377 502  
 - Waste management   110 618   164 889   285 406   249 558   284 271  
 Other   826   1 421   1 254   2 383   2 050  
 
 3 102 398   5 060 344   4 662 929   3 995 477   5 089 868  
 
Figure 2.11: Capital allocation fluctuation by Standard Classification 
 
The allocation to standard classification is shown in Figure 2.12 for the 2011/12 financial year. The 
allocation to transport for IRT infrastructure contributes substantially to the 57% of economic and 
environmental services. Of the 35% allocation to trading services, electricity comprises close to half. 
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Figure 2.12: Capital allocation by Standard Classification for 2011/12 
 
 
2.5.4. Indigent relief 
While the City of Cape Town pursues a variety of social imperatives, the budget deals particularly with 
both the cost and value of free services provided.  
 
The City of Cape Town’s Property Rates Policy provides that it will not levy rates on properties up to 
R200 000 of the Valuation Roll’s market value of residential properties (City of Cape Town, 2011b: 6). 
The policy is aligned, and responds to the Municipal Property Rates Act 6 of 2004. Rebates are further 
allocated according to household incomes as shown in Table 2.5.7, aligned to the maximum income of 
the Senior Citizens and Disabled Persons Rebate Scheme, which receive a 100% rebate. 
 
Table 2.5.7: Rebates based on Gross Monthly Household Income 
Gross Monthly Household Income (R)  % Rebate 
 2010/2011    2011/12  2011/12 
- 3 000 - 3 000 100 
3 000 < ≤ 4 200 3 000 < ≤ 4 200 95 
4 200 < ≤ 4 600 4 200 < ≤ 4 600 90 
4 600 < ≤ 5 200 4 600 < ≤ 5 200 80 
5 200 < ≤ 5 800 5 200 < ≤ 5 800 70 
5 800 < ≤ 6 400 5 800 < ≤ 6 400 60 
6 400 < ≤ 7 000 6 400 < ≤ 7 000 50 
7 000 < ≤ 7 500 7 000 < ≤ 7 600 40 
7 500 < ≤ 8 000 7 600 < ≤ 8 200 30 
8 000 < ≤ 8 500 8 200 < ≤ 9 000 20 
  
9 000 < ≤ 10 000 10 
 
The City of Cape Town provides rebates to all residential properties to some extent. Free basic services 
are provided to properties valued below R100 000, while full charges are recovered for properties valued 
at R400 000. Charges are calculated automatically on a sliding scale between these values. Residents 
may apply to the City of Cape Town to receive the same benefit as for properties valued below R100 
000. Free services are provided to all households in informal settlements and not covered in the annual 
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budget document. 
 
All property owners with a property value below R300 000 receive an indigent grant of R40.50 (2011 
value) towards payment of rates and services account, excluding electricity. Basic allocations of utility 
services are provided for in the Credit Control and Debt Collection Policy. The first 6 kilolitre of water 
consumed per month has a zero tariff. Properties qualifying for indigent relief will have WMD or pre-
payment meters installed to assist consumers to manage their consumption. For low-consumption 
electricity users (<450kWh/month), the first 50kWh per month will be at no charge. Basic solid waste 
collection is free of charge for households registered as indigent, and rebates offered in terms of property 
value. The rebates have been tabulated in Table 2.5.8. 
 
Table 2.5.8: Rebates based on Property values 
Property value 
Lower limit (R) 
Property value 
Upper limit (R) 
Water  
(kl) 
Sanitation 
(kl) Refuse 
Indigent 
grant (R) 
Rates 
rebate 
- 100 000 10.5 free 100% 40.50 100% 
100 001 150 000 10.5 free 75% 40.50 100% 
150 001 200 000 10.5 free 50% 40.50 100% 
200 001 300 000 10.5 free 50% 40.50 
 300 001 350 000 6 4.2 50% 0.00 
 350 001 400 000 6 4.2 25% 0.00 
 400 001 and above 6 4.2 0% 0.00 
  
Revenue management of indigent properties provides for water leaks to be fixed, water demand 
management (WDM) devices and pre-paid electricity meters to be installed, and all debts to be written off 
once. Debtors who fall in arrears can negotiate affordable payment plans or apply for indigent status. If 
the agreed payment plan is followed, all debt management actions and interest charges are suspended 
(City of Cape Town, 2011a: 78). 
 
Chapter 4 of the City of Cape Town’s Credit Control and Debt Collection Policy provides detail for 
indigent relief for residential properties. Where consumption exceeds the free allocation of any service, 
the service is charged for in line with the tariff policy (City of Cape Town, 2011c: 36). 
 
2.5.5. Budget Process Deadlines 
 
The budget was approved in accordance with the process requirements in Sections 21, 24 and 53 of the 
MFMA. This requires milestone dates to be established to allow for interaction with stakeholders and 
comments to be incorporated.  
 
Section 21 deals with preparation of the budget: 10 months before start of the budget year, i.e. by 1 
September of any year, the proposed schedule with milestones of the budget process must be tabled to 
council. The milestones must include the preparation, tabling and approval of the budget, the IDP review 
process, annual review of budget-related policies as well as any consultative process (Republic of South 
Africa, 2003a: 40). 
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Section 24 deals with approval of the budget: the budget must be approved before the start of the 
financial year, which is 1 July. The budget must be tabled at least 30 days before this date, which means 
by 1 June. 
 
Section 53 deals with budget processes and related matters, particularly the responsibilities of the 
mayor. The mayor is charged with “taking all reasonable steps” to ensure that the budget is approved 
prior to the start of the financial year. Following approval of the budget, the SDBIP needs to be approved 
28 days after the start of the financial year, i.e. by 28 July. Fourteen days after approval of the SDBIP (no 
later than 11 August), the monthly revenue and expenditure projections, service delivery targets, 
performance targets and performance agreements. 
 
The process for the 2011/12 budget included the following milestones (City of Cape Town, 2011a: 58): 
July 2010:  Presenting budget strategy and budget realities to administration including EMT and 
BSC, consulting with sub-councils on budget process and providing opportunity for 
input from communities’ service needs; 
August 2010:  Work-shopping of MTREF proposals with Portfolio Committees and administration 
following public participation process around the IDP; 
September 2010: Consideration of MTREF alternatives by BSC and EMT; 
October 2010: Consideration of MTREF alternatives by BSC and EMT; 
November 2010: Consideration of MTREF alternatives by BSC and EMT; 
December 2010: Submission of MTREF forecast to Mayco for endorsement; 
February 2011: Policies and Tariffs presented to BSC for approval, Draft budget tables at Council; 
March 2011:  Public participation process allowing comment on draft budget, IDP and tariffs; 
April 2011:  Public participation process resulting in comment on draft budget, IDP and tariffs 
submitted to BSC and Mayco for consideration; 
May 2011:  Draft budget submitted to Council for approval, and 
June 2011:  Budget adopted by Council. 
 
2.5.6. Consultation and Public Participation 
 
The municipal budget has to support the IDP. For this reason the IDP public participation process is an 
important aspect of the budget process. In line with legislation, the City of Cape Town starts the public 
participation process for the following financial year at the beginning of the current financial year in an 
effort to garner public opinion on any revision to the IDP. To promote grass-roots involvement, the 24 
sub-councils were asked to identify the ideal mechanism to engage their particular communities. The 
process was popularised through: 
· Ward Forum meetings; 
· Community organisation meetings, and 
· Newspaper advertisements and radio campaigns. 
The summarised IDP and commentary forms were made available at libraries, sub-council offices, clinics, 
housing offices and other City of Cape Town facilities. A record number of responses were received for 
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the 2011/12 IDP with more than 1 300 comment forms containing over 3 000 inputs. The process is open 
to all residents of the City of Cape Town, and is designed for maximum accessibility. All comments were 
submitted to and considered by the relevant sub-council. The process resulted in submission of 600 local 
and 100 corporate projects to the City of Cape Town for costing and further consideration. 
 
The IDP 2011-2012 Review includes a chapter on a public needs analysis. The report attempts to 
consolidate inputs from: 
· The community satisfaction survey (CSS) which is an annual survey undertaken across the 8 
health districts through 40 minute in-depth interviews with approximately 3 000 residents 
selected through stratified sampling; 
· The IDP engagement process, and 
· The C3 notification process, which tracks all calls fielded by the call centre, to gauge the 
major problem areas experienced by residents. During the year to 30 June 2010, over 2 
million calls were fielded. 
 
While the CSS and IDP process overlap significantly in terms of public needs, the C3 process could not 
be compared as more than 70% of calls related to utility services i.e. electricity, water, and sewerage 
services. The top 3 priorities identified by the CSS and IDP process are: 
· Job creation; 
· Crime prevention, and 
· Housing provision (City of Cape Town, 2011a: 36). 
 
The IDP Review also has a section on the alignment of the IDP with the long-term spatial development 
plan. The City of Cape Town’s spatial development framework is informed by sound principles, including: 
· “The prevalence of public good over private good; 
· Reducing the city’s ecological footprint and introducing sustainable disaster risk reduction 
measures; 
· Adopting a precautionary approach to the use of resources, switching to sustainable patterns 
of resource use and mitigating negative development impacts; 
· Improving urban efficiency and aligning planned growth with infrastructure provision; 
· Providing maximum access to the city’s opportunities, resources and amenities, and 
redressing spatial imbalances in this regard as far as possible; 
· Responding to the basic needs of communities by providing a stronger link between 
regulatory processes such as zoning schemes and spatial plans and policies; 
· Creating safe, high-quality living environments that accommodate a range of lifestyles and 
offer a vibrant mix of land uses, and 
· Promoting cross-sectoral planning, budgeting and growth management approaches.”  (City of 
Cape Town, 2011a: 41) 
 
Comments from Portfolio Committees were consolidated in a report to the Mayor. The report was 
submitted to council who agreed that Mayco members, Portfolio Committee chairs and EMT discuss all 
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comments and amend the IDP accordingly. The scope of the comments varied widely, and the format 
was not consistent with some committees interrogating figures in detail while others broadly commented 
on the entire document. 
 
2.5.7. Organisational Structure 
 
A challenge in undertaking this research lies in bringing together the knowledge of the current 
environmental and social realities, and incorporating this to improve the use of resources in a highly 
bureaucratised, not particularly highly skilled environment.   
 
The functions of local authorities according to the constitution are grouped into the functional areas, or 
votes, defined at the City of Cape Town in the structure applicable to the 2011/12-budget year. The 
change implemented by new leadership in 2011 is reflected in the structure as the budget was amended 
through the 2012 January adjustments budget to incorporate the change.  
 
The amalgamation into the City of Cape Town was a highly complex process, and the sheer scale of the 
task resulted in focusing on high level matters while relying on staff to organise in suitable structures. The 
organisational realignment process (ORP) commenced in 2005 with the formation of the City of Cape 
Town. The two unions, SAMWU and IMATU were involved in all negotiations. The ORP was 
implemented in phases over a number of years; job descriptions (JDs) underpin the process. 
Management and staff had to agree upon the wording and content of JDs and sign them off. Although 
every effort was made to create generic JDs, the existence of individual JDs complicates any 
organisational change. It is not uncommon nowadays that place of work is indicated as “wherever in the 
metropolitan area the City of Cape Town chooses” as employees could in the past refuse to move, when 
operational reasons required such a move. 
 
Some departments are organised geographically, while others are centralised. Some have flat reporting 
structures while others are hierarchical. The span of control varies widely, from EDs down.  
 
The top 4 reporting levels number just over 500 posts, with the City Manager at the top of the structure, 
with 12 Executive Directors reporting to him at reporting level 1, 58 Directors at reporting level 2, 250 
Managers at reporting level 3 and 514 Heads at reporting level 4. While the organisational structure is 
guided by policy, there is wide disparity in individual directorates and departments.  Not all departments 
are headed by Directors – there are 98 departments reporting financially whereas there are 58 Director 
posts. Many Managers report directly to EDs and in so doing have a departmental cost centre.  
 
To enable management of data into meaningful and practicable sections, directorates were grouped into 
four infrastructure types. The grouping is used throughout the research. While it can be argued that some 
directorates and even departments have components that could be classified into more than one branch, 
consistency of the grouping is more critical to a meaningful outcome of model – particularly given the 
propensity to restructure. 
Chapter 2: Related Literature and Legislation  2 April 2013 
   90
 
· Human Capital 
o Vote 1: Community Services including Social & Early Childhood Development; 
o Vote 5: Health, and 
o Vote 6: Human Settlements. 
Human Capital thus refers to infrastructure services directly related to and impacting on the health of 
communities. Community Services has responsibility for all public facilities and services including 
parks, libraries, recreation, sport, and community facilities. Health provides for clinics and primary 
healthcare, including TB and HIV and AIDS care. Human Settlements is responsible for new as well 
as existing and informal settlements, urbanization and national housing programme development. 
Social and Early Childhood Development was established under the new administration with an ED 
appointed from 1 January 2012. 
 
· Service Infrastructure 
o Vote 12: Transport Roads & Major Projects, and 
o Vote 13: Utility Services. 
Service Infrastructure refers to all conventional engineering infrastructure including roads, transport 
facilities, storm water management, all infrastructure required in the provision of electricity, potable 
water, and sanitation as well as solid waste including waste disposal and recycling sites. 
 
· Natural Capital 
Vote 3: Economic, Environment and Spatial Planning, incorporating Tourism, Events & 
Marketing. 
While environmental management is but a component of Vote 3, it is the only department in the City 
of Cape Town responsible for environmental management and thus has been classified into a 
separate branch of infrastructure encompassing natural capital. The environmental aspects include 
biodiversity management, capacity building and heritage. Spatial planning is responsible for long-
term planning of the city’s geographic layout in terms of land-use, which has a direct impact on the 
environment. Planning and building development approves development and building plans while 
economic development deals with the business development and provision of an enabling business 
climate in the City of Cape Town. Tourism, Events and Marketing was established by the new 
administration in the 2011/12 financial year. It is aligned with the Natural Capital grouping through 
eco-tourism as the City of Cape Town has excelled in marketing itself as such, and its relation to 
economic development. 
 
· Public Institutional Capital 
o Vote 2: Corporate Services; 
o Vote 4: Finance; 
o Vote 8: Office of the City Manager incorporating the office of the Deputy City Manager, and 
o Vote 10: Safety and Security. 
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Public Institutional Capital stems from the need to administer the City of Cape Town through 
managing the its assets. This includes assets such as buildings and fleet, human resources, IT 
systems through the Corporate Services directorate. Finance is responsible for revenue, budgeting, 
SCM, property management, treasury and valuations. Safety and Security is responsible for traffic 
management, emergency services and law enforcement. The current administration created a post 
for a Deputy City Manager to assume responsibility for many of the administrative functions 
previously under the City Manager, thereby enabling the head of the administration to focus on 
strategic issues. 
 
The organisational structure indicating reporting level 2 to 4 in the four categories of infrastructure 
identified is presented in Annexures 2 to 5. A summary by reporting level and directorate is presented in 
Table 2.5.9. The total staff budget is shown, as well as the organisational design ratios by reporting level 
and the average cost per staff member. 
 
Utility Services is the largest Directorate both in terms of staff and budget. As most services are tariff 
funded, this directorate operates in a different manner to the rest. Being tariff funded provides a certain 
amount of flexibility not afforded other directorates.  Further scope for efficiency is created by virtue of the 
sheer size of operations.  
 
Staff budget fluctuates in line with turnover of staff. A certain number of posts are always vacant due to 
natural attrition – retirements, resignations resulting from either leaving for another post internally or 
leaving the City of Cape Town’s employ, deaths, and terminations. Having vacant posts allows 
departments a little flexibility to implement business improvement strategies. Changing a post in any 
manner requires an HR process to be followed; the duration of such process can jeopardise the security 
of the funding, as vacancies are often reduced if Finance demands it to be. Similar to large budgets, a 
department has much more room for manoeuvre with large staff numbers. When vacancies are cut, it is 
done per Directorate. Departments within a Directorate must then negotiate to achieve the required 
reduction in staff budget. 
 
Table 2.5.9: Reporting levels 1-4 Staff number summary 
Directorate  
(ED reporting level 1) 
Di
re
ct
or
s  
- L
2 
Ma
na
ge
rs
 – 
L3
 
He
ad
s –
 L
4 
Al
l S
ta
ff Staff budget ( R ) 
 Ratios  
R/staff 
member 
Di
r: 
ED
 
Ma
n:
Di
r 
He
ad
: M
an
 
L2
-4
: E
D 
Human Capital                     
Community Services  3   35   45   3 819   661 249 307   3.0   11.7   1.3   83.0  173 147  
Social & Early childhood  2   2   -    91   31 096 585   2.0   1.0   -    4.0  341 721  
City Health  -    10   18   1 616   409 647 575   -    -    1.8   28.0  253 495  
Human Settlements  4   14   31   851   219 735 605   4.0   3.5   2.2   49.0  258 209  
Subtotal  9   61   94   6 377  1 321 729 072   2.3   6.8   1.5   41.0  207 265  
Service Infrastructure                     
Transport  Roads  Projects  5   20   60   2 140   443 034 680   5.0   4.0   3.0   85.0  207 026  
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Directorate  
(ED reporting level 1) 
Di
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ff Staff budget ( R ) 
 Ratios  
R/staff 
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L2
-4
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Utility Services  4   27  104   9 888  1 787 756 918   4.0   6.8   3.9   135.0  180 801  
Subtotal  9   47  164  12 028  2 230 791 598   4.5   5.2   3.5   110.0  185 467  
Natural Capital                     
Economic, Environmental & 
Spatial planning 
 5   24   35   820   284 798 261   5.0   4.8   1.5   64.0  347 315  
Tourism, Events & Marketing  4   8   8   164   58 329 046   4.0   2.0   1.0   20.0  355 665  
Subtotal  9   32   43   984   343 127 307   4.5   3.6   1.3   42.0  348 707  
PIC                     
Corporate Services  6   29   64   1 792   457 615 511   6.0   4.8   2.2   99.0  255 366  
Deputy City Manager  12   34   20   594   197 990 317  12.0   2.8   0.6   66.0  333 317  
Finance  10   33   73   1 756   482 490 338  10.0   3.3   2.2   116.0  274 767  
Safety & Security  3   14   56   3 870   842 264 539   3.0   4.7   4.0   73.0  217 639  
Subtotal  31  110  213   8 012  1 980 360 705   7.8   3.5   1.9   88.5  247 174  
TOTAL  58  250  514  27 401  5 876 008 682   4.8   4.3   8   68.5  214 445  
 
Human Capital and Service Infrastructure have lower average staff costs than the other categories as 
many posts fall in elementary occupations. The highest cost is evidenced in Natural Capital where the 
staff compliment consists mainly of clerical and professional staff. The number of staff and related budget 
is shown in Figure 2.13. The proportions would be similar if the cost per post was equivalent, but a 
notable variation is indicated. The staff cost of Public Institutional Capital is 34% of the total with 29% of 
staff, and Natural Capital at 6% of costs with 4% of staff. Service infrastructure carries the bulk of staff 
costs at 38% with 4% of staff.  
 
Figure 2.13: Staff budget and number by infrastructure grouping 
The 
structures in the various directorates differ, with a focus on management in Public Institutional Capital, as 
can be seen in Figure 2.1.4. The ratio of director to ED is 2.3 in Human Capital, 4.5 in Service 
Infrastructure and Natural Capital, and 7.8 in PIC. The low figure in Human Capital can be attributed to 
Health and Human Settlements having mainly managers reporting directly to the ED. The span of control 
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in Service infrastructure is wide – largely due to Utility Services where engineering services are naturally 
grouped at director level, namely Electricity, Water & Sanitation and Solid Waste. Not all director posts 
are at the same T-grade, which provides for differentiation in span of control. Service infrastructure has 
high ratios of Mangers to Director at 5.2, and Head to Manager at 3.5, which is indicative of a large work 
force in a hierarchical structure. 
 
Figure 2.14: Number of Directors, Managers and Heads per Infrastructure grouping 
 
 
A possibility is to restructure around the three pillars of triple bottom line, and to define everything else 
necessary to perform these functions somewhere in a sensible place in the structure. For example, much 
money is spent on creating an enabling environment, but the costs are not necessarily quantified. 
 
2.5.8. Departmental Operational Budget Allocation 
 
Departmental budgets are comprised of thousands of cost elements and budgets to decentralise 
authority to an operational level. Cost centres are managed through the SAP system, and all cost centre 
managers have to attend SAP training prior to being allowed access to SAP. Staff costs were dealt with 
in the previous section and are not included in the tables below. The budget breakdown is presented by 
infrastructure type. 
 
The departmental budget detail for human capital comprised of community services, social & early 
childhood development, health and housing is presented in Table 2.5.10. 
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Table 2.5.10: Departmental Budget Breakdown – Human Capital 
Directorate / Department 
2012  
Pre-Audit 
Outcome (R) 
% of 
Directorate 
budget 
% of Human 
Capital 
budget 
% of Total 
budget 
% change 
original 
budget 
Community Services (Vote 1)           
Sport, Recreation and Amenities 446 064 759 42 19 2 -9 
City Parks 375 088 199 36 16 2 -11 
Library and Information Services 222 381 052 21 10 1 -19 
Projects, Strategy and Support 4 551 801 0 0 0 -87 
Community Services Management 3 960 495 0 0 0 -12 
Total Community Services 1 052 046 305  45 6 -14 
Social & Early Childhood Development (Vote 1)       Service Delivery and Facilitation 34 187 958 96 1 0 -32 
Social & Early Childhood Management 1 112 851 3 0 0 100 
Priority Programmes 143 951 0 0 0 100 
Programme, Research & Knowledge Management 140 442 0 0 0 100 
Total Social and Early Childhood Development 35 585 202  2 0 -29 
City Health (Vote 5)       
Specialised Support Services 107 580 459 18 5 1 -29 
Mitchells Plain Sub District 68 322 905 11 3 0 -10 
Khayelitsha Sub District 66 715 790 11 3 0 -1 
Tygerberg Sub District 63 457 294 11 3 0 -8 
Southern Sub District 61 795 496 10 3 0 -9 
Western Sub District 54 804 014 9 2 0 -16 
Eastern Sub District 54 688 161 9 2 0 -12 
Klipfontein Sub District 51 465 278 9 2 0 -12 
Northern Sub District 41 533 736 7 2 0 -1 
Health Management 25 568 752 4 1 0 -42 
Health Finance: PCU 3 325 309 1 0 0 -6 
Total City Health 599 257 196  26 3 -15 
Human Settlements       
Existing Settlements 328 509 806 51 14 2 -7 
New Settlements 202 618 377 32 9 1 -5 
Informal Settlements 36 407 699 6 2 0 -8 
Development Services 23 426 418 4 1 0 -34 
Support Services 12 178 955 2 1 0 -18 
Strategy Support & Co-Ordination 11 745 991 2 1 0 -20 
Urban Renewal Programme 11 522 615 2 0 0 -37 
Housing Management 6 504 147 1 0 0 -88 
Housing Land & Forward Planning 5 600 292 1 0 0 -32 
Urbanisation 3 022 138 0 0 0 -75 
National Housing Programmes 657 965 0 0 0 100 
Total Human Settlements 642 194 402  28 3 -16 
HUMAN CAPITAL TOTAL 2 329 083 105   12  
 
Human Capital constitutes 12% of the overall budget, with the major contributors being Sports & 
Recreation, City Parks and existing Human Settlements. Community Services comprises 6% of the total 
City of Cape Town budget, and is organised functionally into Departments, while Departments are 
arranged geographically into Branches and Units. The Health Directorate is arranged geographically 
rather than by function and adds 3% to the City of Cape Town budget; the 8 district departments each 
have similar budget allocations. The Human settlements directorate is arranged by function, also 
contributing 3% to the overall operating budget. While local government is attracting more responsibility 
for social housing, the City of Cape Town does not construct new housing units, unless in partnership 
with provincial government through grant funding. The operational budget is thus mainly used for 
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maintenance and upgrading of existing facilities. Social & Early Childhood development, being a new 
directorate, has a small budget comprising only 2% of the Human Capital allocation and a fraction of the 
total budget. 
 
The departmental budget detail for service infrastructure, which includes transport and utilities, is 
presented in Table 2.5.11. 
 
Table 2.5.11: Departmental Budget Breakdown – Service Infrastructure 
Directorate / Department 2012 Pre-Audit Outcome (R) 
% of 
Directorate 
budget 
% of  Service 
Infrastructure 
budget 
% of Total 
budget 
% change 
original 
budget 
Transport, Roads and Storm water (Vote 12)           
Roads and Storm water 619 137 155 58 6 3 -16 
Transport 217 526 131 20 2 1 -13 
IRT Operations 164 144 344 15 2 1 -66 
IRT Implementation 55 112 031 5 1 0 -42 
TRS Strategic Support 4 250 928 0 0 0 -40 
TRS Office Support 3 675 102 0 0 0 -38 
TRS Finance 951 729 0 0 0 100 
Human Resources Business Partner 875 232 0 0 0 100 
Total Transport, Roads and Storm water 1 065 672 652  10 6 -32 
Utility Services (Vote 13)       
Cape Town Electricity 6 160 845 108 63 57 33 -15 
Water & Sanitation 2 374 270 205 24 22 13 -10 
Solid Waste Management 1 215 878 401 12 11 7 -14 
Utility Services Support 8 818 919 0 0 0 -52 
Utility Services - Project Moni Unit 2 627 301 0 0 0 -42 
Electricity Services - old 7 842 0 0 0 0 
Total Utility Services 9 762 447 777  90 52 -14 
SERVICE INFRASTRUCTURE TOTAL 10 828 120,429   58  
Contributing 52% of the total budget, Utility Services provides the major component of operating budget.  
Electricity adds 33% while Water and Solid Waste make up 13 and 7% respectively. The transport 
directorate is growing in staff and budget as a result of IRT infrastructure rollout, and will continue to do 
so for the foreseeable future while current expenditure is mainly capital in nature. Within transport, the 
Roads & Storm water budget of R620 million is the largest amount, which is applied to maintenance of all 
municipal roads, contributing 3% to the City of Cape Town budget. 
 
The departmental budget detail for natural capital, which includes economic and environmental 
development and tourism, is presented in Table 2.5.12. 
 
 
Table 2.5.12: Departmental Budget Breakdown – Natural Capital 
Directorate / Department 2012 Pre-Audit Outcome (R) 
% of 
Directorate 
budget 
% of Natural 
Capital 
budget 
% of Total 
budget 
% change 
original 
budget 
Economic, Environment & Spatial Planning 
(Vote 3)           
Planning and Building Dev. Management 162 484 092 43 24 1 -14 
Environmental Resource Management 115 725 689 30 17 1 -5 
Economic Development 73 959 186 19 11 0 -16 
Spatial Planning and Urban Design 22 164 919 6 3 0 -29 
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Directorate / Department 2012 Pre-Audit Outcome (R) 
% of 
Directorate 
budget 
% of Natural 
Capital 
budget 
% of Total 
budget 
% change 
original 
budget 
EESP Management 5 122 655 1 1 0 -38 
Development Facilitation 802 963 0 0 0 -28 
Total Econ, Environ & Spatial Planning 380 259 504  56 2 -13 
Tourism, Events and Marketing (Vote 3)       
Strategic Assets 220 901 262 74 33 1 -26 
Tourism 51 719 304 17 8 0 -3 
Arts & Culture 13 268 742 4 2 0 -26 
Events 12 121 400 4 2 0 49 
Tourism  Events and Marketing Management 844 514 0 0 0 100 
Total Tourism, Events and Marketing 298 855 222  44 2 -21 
NATURAL CAPITAL TOTAL 679 114 726   4  
 
The Natural Capital grouping contributes only 4% to the City of Cape Town’s budget. Services are mostly 
of an advisory rather than implementing nature in both directorates. The environmental focus of the City 
of Cape Town has resulted in environmental matters being integrated in many processes such as SCM, 
budgeting and infrastructure planning; while the budget may be small, the advice permeates through 
most of the implementing directorates. The Tourism directorate was established in the 2011/12 year and 
is likely to evolve insofar as budget requirements go. 
 
The departmental budget detail for public institutional capital, which covers administrative services 
including finance, corporate services, safety and security and the city manager’s office is presented in 
Table 2.5.13. 
 
Table 2.5.13: Departmental Budget Breakdown – Public Institutional Capital 
Directorate / Department 2012 Pre-Audit Outcome (R) 
% of 
Directorate 
budget 
% of PIC 
budget 
% of Total 
budget 
% change 
original 
budget 
City Manager (Vote 8)       
City Manager 13 759 867 58 0 0 4 
Nodes to be split 9 914 170 42 0 0 -52 
Total City Manager 23 674 036  0 0 -31 
Deputy City Manager (Vote 8)       
Governance & Interface 217 871 723 62 4 1 -19 
Legal Services 44 950 372 13 1 0 -17 
Internal Audit 25 949 602 7 1 0 -21 
Executive Support 15 996 960 5 0 0 -15 
IDP, Performance and Participation 12 540 727 4 0 0 -15 
Expanded Public Works Programme 9 620 144 3 0 0 287 
Forensic Services 9 056 409 3 0 0 -21 
Ombudsman 5 176 017 1 0 0 -13 
Risk Management 4 133 509 1 0 0 -20 
Deputy City Manager 3 315 834 1 0 0 100 
Total Deputy City Manager 348 611 299  7 2 -16 
Corporate Services (Vote 2)       
Specialised Technical Services 579 760 481 40 12 3 2 
Employee Shared Services 365 525 875 25 8 2 -14 
Information Systems and Technology 339 136 689 24 7 2 -21 
Strategic Human Resources 61 598 259 4 1 0 -16 
Strategic Development Information & GIS 34 412 046 2 1 0 -10 
Communication 28 463 186 2 1 0 -13 
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Directorate / Department 2012 Pre-Audit Outcome (R) 
% of 
Directorate 
budget 
% of PIC 
budget 
% of Total 
budget 
% change 
original 
budget 
Customer Relations 23 172 740 2 0 0 -12 
Employment Equity 4 074 417 0 0 0 -24 
Corporate Services Management 2 459 563 0 0 0 -57 
Corporate Services Management Support 783 848 0 0 0 -32 
Total Corporate Services 1 439 387 105  30 8 -10 
Finance (Vote 4)       
Treasury 707 446 581 52 15 4 -23 
Revenue 270 278 777 20 6 1 -11 
Inter - Service Liaison 97 609 574 7 2 1 -2 
Property Management 78 241 381 6 2 0 -17 
Supply Chain Management 73 835 415 5 2 0 -13 
Valuations 57 263 266 4 1 0 -9 
Expenditure 32 766 165 2 1 0 -14 
Housing Finance & Leases 19 275 382 1 0 0 -15 
Budgets 16 858 223 1 0 0 -17 
Shareholders Management Unit 8 643 745 1 0 0 -8 
Finance Management 1 999 149 0 0 0 -35 
Total Finance 1 364 217 658  28 7 -18 
Rates & Other (Vote 4)       
Rates & Other 574 619 952 100 12 3 -15 
Total Rates & Other 574 619 952  12 3 -15 
Safety & Security (Vote 10)       
Fire and Rescue Services 346 216 060 31 7 2 -17 
Traffic Services 305 786 050 28 6 2 -9 
Metro Police Services 208 173 450 19 4 1 -11 
Law Enforcement and Security Services 163 609 013 15 3 1 3 
Disaster Risk Management 39 935 276 4 1 0 -2 
Public Emergency Call Centre-107 23 167 096 2 0 0 -15 
Strategic Support 19 152 031 2 0 0 -31 
Support Services 4 481 579 0 0 0 -56 
Total Safety & Security 1 110 520 554  23 6 -11 
TOTAL PUBLIC INSTITUTIONAL CAPITAL 4 861 030 604   26  
 
Of the 16% contribution of PIC to the City of Cape Town budget, Corporate Services add 8% while 
Finance contributes 7%. Although the Deputy City Manager’s post was only created in the 2011/12 year, 
much of the content existed before, reporting to the City Manager.  
 
The pre-audit outcome total of the budget at R18 697 348 864 indicates a 16% saving on the original 
budget. 
 
 
2.5.9. Finance Skills 
 
The Finance department is fortunate to be resourced with a very experienced management team who 
have ensured that the City of Cape Town has received clean audits for a number of consecutive years. 
The structure is stable as all posts other than §57 employees i.e. those reporting to the accounting 
officer, are permanent posts. Every member of staff has a job description, signed off by both the 
employee and by the City of Cape Town. Job descriptions spell out the job purpose, duties, authority, 
essential requirements, preferred and physical requirements and special conditions attached to the post. 
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While Finance is responsible for all financial matters and legislative compliance, managing the budget is 
devolved to directorates and departments. In an effort to provide a common platform for each directorate 
to operate consistently, each directorate has a dedicated Finance Manager, reporting directly to the 
Executive of the relevant directorate, but under the guidance of Finance. The job purpose of the Finance 
Managers is to provide the necessary support to comply with legislation, including the provisions of the 
MFMA. Finance managers thus need to lead, direct and drive financial management in accordance with 
the City of Cape Town’s policies to ensure efficient financial management, budgeting and budgetary 
control, financial year-end procedures, audit queries and tariff review processes for each Directorate. 
 
Specific job functions include: 
· Managing annual operating and capital budgets including compiling, reporting, and facilitating 
approval and implementation; 
· Engage politicians in discussing budgetary requirements at Portfolio Committee meetings; 
· Managing expenditure and revenue trends in the directorate; 
· Developing budget guidelines aligned to the Directorate’s strategy; 
· Ensuring alignment of budgets with the City of Cape Town’s approved IDP; 
· Managing the budget within the MTREF requirements for the Directorate; 
· Monthly monitoring and reporting on expenditure tracked against budgeted progress; 
· Engaging with Finance department on all financial matters including SCM, Budgets, Treasury and 
Revenue; 
· Responsible for ensuring controls are in place to achieve financial performance and compliance, and 
· Asset management. 
 
While Finance Managers are fully occupied in their duties, there may be potential for interaction at a level 
lower than the strategic involvement of EMT but with added operational insight, being closer to 
departmental management and finance staff. 
 
Competency training in finance for municipal staff was introduced by NT requiring a number of staff 
involved in finance processes to comply by January 2013. This includes the City Manager, ED’s, all 
directors and managers in the Finance directorate, the directorate Finance Managers and other staff 
involved in finance. 
 
2.6 CONCLUDING REMARKS 
 
In this chapter, literature apposite to the study was interrogated to obtain the necessary background 
information to guide the research and inform the survey design. The literature survey started with a look 
into economic history, aimed at providing an understanding of how the world ended up in the current 
situation of inequality, poverty and environmental degradation. Within this context, the history unique to 
South Africa has dramatically influenced the emergence of government structures and legislation. Added 
to this, the focus on the environment and social welfare is necessitating a different perspective, which will 
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holistically address the root cause of problems. Such a perspective was found in Systems Thinking, with 
recognised overlaps in methods purveyed by authors in a wide range of topics, along the lines of seeking 
integrated solutions. 
 
Legislation provides both compass and anchor of operations in the public sector. Composition, 
governance, functions and regulations of local government are entrenched in the Structures and Systems 
acts, while financial operations are guided by the municipal finance management act. The relevant 
legislation came into force periodically starting in 1994; regular communications are issued for 
incorporation and in addition to legislation, providing further guidance to municipalities. 
 
The City of Cape Town budget for the year 2011/12 was analysed in detail as to income and expenditure 
and allocations by budget vote. The budget is pro-poor and provides for indigent relief in various 
categories. The budget process, public participation requirements and organisational structure were 
presented to interpret the scale of the operation. 
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3 RESEARCH FOUNDATION AND METHODOLOGY 
 
This chapter provides the framework used to conduct the research, and describes the path of 
development. The chapter further presents the research methodology and design followed in the 
study. 
 
The reader will find value in the following: 
· Understanding the philosophical foundation of the research; 
· Visualizing the evolution of the study; 
· Connecting the shortcomings of conventional measures and how they came to be; 
· The legislative environment prevailing on local government; 
· The response to legislation by the City of Cape Town through its budget; 
· Alternative innovations with potential to provide for an improved system, and 
· Connecting theory with the study. 
 
 
3.1 FOUNDATIONS OF MIXED METHODS RESEARCH 
 
3.1.1. Philosophical Foundation 
 
In describing the philosophical foundation of research, Creswell and Clark (2011) cite Crotty’s (1998) 
conceptual framework and the importance of such conceptual framework in social research. Crotty 
(1998) determined that the chances of having valid research results are enhanced by using this 
framework, or ’scaffold’ to provide “a sense of stability and direction” throughout the process of research.  
As a starting point, it is suggested that researchers pay attention to four key concepts, illustrated in 
Figure 3.1. Initially, the levels are fluid, and researchers can move forwards and backwards as necessary 
to conceptualize the study, as long as conflicting levels are not mixed (Crotty, 1998: 2). 
 
Figure 3.1: Four elements of research philosophy 
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In determining the elements, questions apposite to the research are posed: 
· What methods are proposed? Where methods refer to data gathering and analysis procedures 
and techniques; e.g. participant observation including sampling, measurement and scaling, 
questionnaire, observation, interview, case study, narrative, statistical analysis, data reduction, 
interpretative methods, and document analysis; 
· What methodology governs the choice and use of methods? Where methodology refers to the 
overall design of the research, which will enable linking the chosen methods to the desired 
outcome; e.g. ethnography, experimental research, survey research, phenomenological 
research, grounded theory, heuristic inquiry, action research, and discourse analysis. Methods 
can be mixed, while theoretical perspective cannot; 
· What theoretical perspective informs the methodology? In other words, how human 
understanding has evolved to accepting a particular understanding as fact. Where theoretical 
perspective refers to the philosophical stance informing the methodology in so doing providing 
the context, and grounding the logic and criteria: 
o Positivism: from ’posit’, that social sciences function like natural sciences and that 
sensory data must be logically and mathematically manipulated to provide a source of 
authoritative knowledge; positivism is objectivist as objects are ascribed meaning 
independently of consciousness. Science does not ascribe meaning, it discovers 
meaning (Crotty, 1998: 27); 
o Post-positivism: a softened view of positivism – not one of scientific certainty, but rather 
of probability, and some objectivity; 
o Pragmatism: uncomplicated rational, and limiting restrictions, and 
o Anti-positivism: or interpretive sociology focus on understanding that social actions have 
for people being studied. Qualitative rather than quantitative. 
· What epistemology informs the theoretical perspective? Where epistemology refers to the nature 
of knowledge, its scope and general bias. Epistemology is concerned with providing a 
philosophical grounding for deciding what kinds of knowledge are possible and how we can 
ensure that they are both adequate and legitimate, for example:  
o Objectivist epistemology: meaning exists without consciousness. A tree is a tree because 
it exists and doesn’t need a separate consciousness; 
o Constructivism – that meaning comes from there being no objective truth to discover. 
Meaning is not discovered, but constructed, and different people may construct different 
meanings. Meaning comes from the interplay between the object and subject; scientific 
and non-scientific understandings have both been constructed and should thus be held 
in the same regard (Crotty, 1998: 16). It also thus influences the truth claims made, as 
there is no objectivism in quantitative analysis, and 
o Subjectivism means that the subject imposes meaning on the object – meaning must 
come from anything, but the interaction. 
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It would appear that the absolute notion that ontological and epistemological assumptions are 
incompatible has softened to the degree that it is no longer deemed a real conflict (Mouton, 1996: 
39). 
 
The philosophical framework for this research evolved as follows. Having identified the problem to study, 
i.e. that of imperfect decision making in allocating budget, possible practical research methods were 
identified. These included: 
· Case study of the budget of the City of Cape Town; 
· Statistical analysis of opinion data. Recognizing that human interaction, interpretation and action 
play the deciding roles in how budget is allocated, notwithstanding the robustness of systems 
and processes, and provides for an opportunity of study; 
· Interviews to determine all aspect of the revenue and expenditure framework, what happens 
during the budgeting process, and identifying possible areas of improvement, and 
· Secondary data in reports. 
 
The identified methods inform a methodological approach of mixed methods, relying on quantitative 
methods for analysing survey data statistically, while providing for detailed qualitative methods in 
interviewing and studying the specific case in detail.  
 
The theoretical perspective informed by a mixed-methods methodological approach that found favour for 
the study is that of pragmatism. Pragmatism has the following implications, connected to worldview 
elements (Creswell and Clark, 2011: 42-43): 
· Ontology or the study of being: single and multiple realities, reflected in multiple perspectives as 
outcomes from the research; 
· Epistemology or relationship between researcher and object(s): informed by what is practical in 
addressing research questions; 
· Axiology or the role of values in the research: multiple stances accepting of both biased and 
unbiased perspectives; 
· Methodology: mixed methods accommodating both quantitative and qualitative methods, and 
· Rhetoric or the language of research:  formal or informal or a mix of both. 
The above elements are deemed to be very favourable to the study in question, both for the flexibility 
they provide and for the possible richness of outcomes they allow. 
 
The epistemology adopted is that of constructivism, that that meaning comes from there being no 
objective truth to discover. Meaning is not discovered, but constructed, and different people may 
construct different meanings. Meaning comes from the interplay between the object and subject; 
scientific and non-scientific understandings have both been constructed and should thus be held in the 
same regard. 
 
The resulting research philosophy pursued in this study is depicted in Figure 3.2. 
Chapter 3: Research Foundation and Methodology 2 April 2013 
   103
Figure 3.2: Philosophical foundation apposite to the study 
 
 
 
 
3.1.2. Historical Foundation 
 
The historical foundations for mixed methods research are to be found in the 1980’s when it became 
apparent that there was merit in combining quantitative and qualitative methods to provide better 
interpretations to increasingly complex problems. As a novel concept of research, mixed methods 
developed through a number of overlapping stages: 
· Formative period: according to Creswell, the formative process started in the 1950’s, when more 
than one research method was occasionally used in social research, gradually becoming more 
common into the 80’s when it was recognized as a valid and valuable method; 
· Paradigm debate period: the period was signified by a debate around the wisdom of mixing 
methods with such differing paradigms, which started in the 1970’s and perhaps has not fully 
resolved to date. Purists argued against allowing mixed methods, while proponents emphasized 
the strengths to be realized. In time, different perspectives have been proposed allowing 
somewhat more flexibility of thought; 
· Procedural development period: While the debate was far from settled, a need existed to 
standardize and order mixed research as a methodology, which saw the advent of procedural 
development. From the late 1980’s through the 1990’s, several researchers contributed to filling 
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the gap, providing a classification system, research mechanism, a notation system and research 
issues of validity and inference; 
· Advocacy and expansion period: This period centred on identifying mixed research as a separate 
method, from the late 90’s to 2010, during which the number of mixed methods studies increased 
steadily, and 
· Reflective period: Creswell posits that since 2006, a period of reflection has been focused on two 
issues: 
o Current state of mixed methods and future development in the field, and 
o Critical analysis of the evolution and efficacy of mixed method research (Creswell and 
Clark, 2011: 21-30). 
 
3.1.3. Theoretical Foundation 
 
The theoretical foundation is a step below the worldview in Crotty’s diagrammatic depiction of research 
philosophy. As an alternative to a philosophical foundation, Creswell provides a possible mechanism to 
apply social science theory to a mixed-methods study, along the following lines: 
· Discussion of the theory is the starting point to provide a framework that guides the study; 
· Describe major variables and other studies to have used these, and explicitly describe how the 
theory will apply to the mixed methods study; 
· Diagrammatically present the theory and its impact on concepts or variables of the study, and 
· Provide for the mixed methods of data collection through the theoretical framework.  
The philosophical foundation was favoured over the theoretical foundation in this study. 
 
3.2 RESEARCH DESIGN 
 
The evolution of qualitative research has been ascribed to resistance that anti-positivists hold against the 
natural-scientific method of research and its applicability to human behaviour. The positivist approach is 
to undertake all research quantitatively. In other words, quantitative methods rely on observing 
behaviour, in pursuit of finding relationships that are broadly applicable in life, without regard for 
individual experiences (Welman, 2005: 8). 
 
Leedy & Ormrod (2005) determined that all qualitative research efforts have two things in common:  
· Focus on real world phenomena, and 
· Studying these phenomena in all their complexity (Leedy & Ormrod, 2005: 133). 
 
The second point above involves no simplification of relationships, but rather retaining complexity and its 
portrayal in whatever complex guise is required. In contrast, descriptive quantitative research evaluates a 
phenomenon in its current state by “exploring correlations” in the case of more than one phenomenon or 
“identifying characteristics” of a single phenomenon objectively (Leedy & Ormrod, 2005: 179). Qualitative 
observation requires detail to be presented in all its complexity and provides for subjectivity as an 
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unavoidable consequence, while quantitative research tends to focus on single aspects observed. 
 
According to Creswell & Clark (2011), mixed research, i.e. a combination of quantitative and qualitative 
methods, has been remarkably popular due its resemblance to “the intuitive way of doing research that is 
constantly being displayed through our everyday lives.” Creswell & Clark first defined mixed methods 
research in 2007 as follows: 
 
“a research design with philosophical assumptions as well as methods of inquiry. As a 
methodology, it involves philosophical assumptions that guide the direction of the collection and 
analysis and the mixture of qualitative and quantitative approaches in many phases of the 
research process. As a method, it focuses on collecting, analysing, and mixing both quantitative 
and qualitative data in a single study or series of studies. Its central premise is that the use of 
quantitative and qualitative approaches, in combination, provides a better understanding of 
research problems than either approach alone.” (Creswell & Clark, 2011: 5) 
 
Before the term of ‘mixed methods research’ was coined, it was already apparent that in many instances, 
value could be uncovered in combining qualitative and quantitative methods without jeopardising integrity 
of research (Crotty, 1998: 13). 
 
The appeal of mixing research methods includes the potential of integration that can be achieved. Often 
in life, invisible boundaries divide perspectives to the extent that meaning is sacrificed. Society has 
evolved to a place where it is normal, acceptable and expected to believe in inhabiting different worlds, 
each with their own rules and norms – the family sphere has specific expectations of behaviour in care of 
parents, and loved ones in contrast with political life or the business world, where winning is critical and 
compassion has little value - at least conventionally (Mouton, 1998:3). Integration of these values and 
norms, to a point where life is lived transparently has great potential to transform the world in pursuit of 
social justice. If people were to apply all their knowledge together with the best collection of values they 
live by to each aspect of their lives, the result will be far more cohesive, integrated and transparent than 
is currently the case. As a starting point, mixed methods research provides for analysis and interpretation 
of data while describing problems in all their complexity. 
 
A mixed research method was deemed to be appropriate to this study and thus employed. Qualitative 
methods provide for observation of behaviour in determining relationships in a more complex system 
than correlation of data provided for by quantitative analysis. A combination of both qualitative and 
quantitative methods, in a mixed design, allows for correlations to be drawn where appropriate while not 
neglecting the complexity present, best described in presentation of data. The budget process and inputs 
to decisions made consist of numerous conflicting demands including: 
· Competing priorities by nature of the scope of municipal responsibility; 
· An environment of scarce resources where all needs will never conceivably be satisfied; 
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· Legislative goals that have to be met such as annual budget expenditure, where non-compliance is 
not acceptable, and  
· Uncertainty of market response to tenders, especially of high value and innovative projects. 
 
The overall study consists of a case study in that the budget of the City of Cape Town is the subject of 
the research, relying on qualitative data obtained through literature and in-depth interviews with key 
stakeholders. This is supplemented by a non-experimental quantitative component of opinion surveys to 
a broader participatory group, focusing on individual characteristics and variables. Results of the surveys 
are analysed and interpreted using descriptive statistics. 
 
3.3 THE RESEARCH PROCESS 
 
The purpose of research may be defined as “conducting research into theories and other research 
problems to define, explain and, consequently, predict and even modify or control, human behaviour, its 
organisations, products, and/or events.” Welman, 2005: 23) The purpose of this research study in 
particular is to: 
· Describe how the budget is allocated at the City of Cape Town, considering the behaviours involved 
in complying with legislation, implementing processes and how change has been dealt with; 
· Explain why things are the way they appear to be, including the relationships between officials, 
history, legislation, and priorities, and 
· Predict how budget will be allocated in future, based on suggestions of alternative models, as 
prediction provides some opportunity of control, in an effort to realise better value through the model. 
 
The process of research is often described as cyclical, with some variation in the number of steps and 
feedback loops. Leedy and Ormrod (2005) describe the process as helical, as a cyclical process 
extending in a third dimension, with the following steps: 
· Identifying an idea or problem to study; 
· Defining a goal through developing a problem statement; 
· Determining sub-problems; 
· Identify tentative solutions or hypotheses; 
· Collect and organize data related to hypotheses, and 
· Interpret data to evaluate hypotheses – which may lead to further ideas or problems, returning to the 
first step (Leedy & Ormrod, 2005: 6). 
 
Welman, Kruger & Mitchell (2005) vary from this slightly, by adding the practical steps of: 
· Determining how to conduct the study, and 
· Writing the report (Welman, 2005: 13). 
Welman further posits that in a mix of quantitative and qualitative research, there are three phases, 
following the helical path suggested by Leedy and Ormrod. The tentative hypotheses are deduced, 
followed by observation, interpretation and evaluation. Induction of the results leads to formal 
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hypotheses, deduced to research hypotheses followed by data collection, analysis and interpretation. 
Induction of these results leads to revised hypotheses, and so the helix continues in a cyclical fashion 
(Welman, 2005: 34). 
 
Mouton (1996) proposes that research is a pursuit of valid knowledge. Constraints that may prevent 
research from finding truth fall in three classes: 
· Sociological constraints refers to gaps in the researcher’s skill set, experience, thoroughness of 
research and prejudice;  
· Ontological constraints refer to inconsistencies within the object being studied, given human 
complexity. This makes it difficult to measure many behavioural aspects as well as correlating 
behaviour with future prediction, and 
· Methodological constraints, which refer to the use of unsuitable methods (Mouton, 1996: 29). 
 
In “Research Design and Methods - A process approach”, a number of feedback loops are included to 
provide for process flow (Bordens and Abbot, 2011: 27). Steps provided in the process are: 
· Developing research idea and hypotheses; 
· Choosing a research design; 
· Choosing subjects; 
· Deciding on measures and data needed; 
· Conducting study; 
· Analysis of results; 
· Reporting results, and 
· Restarting process based on findings. 
Essentially, the process of research is well defined and does not vary much in text. 
 
Research problems may emanate from practical problems, earlier research or from theories. The theory 
needs to be underpinned by concepts, to enable meaningful communication, introduce perspective, 
enable classification or generalisation and serve as components to predict and explain the theory 
(Welman, 2005: 20). 
 
Important points about theories to keep in mind: 
· Theories deal with relationships between constructs; 
· Theories are concerned with relationship between variables – causal, correlational; 
· Theories are not concerned with individual behaviour but with populations of individuals, and 
· Theories apply not only to specific situations, but also to universes of circumstances. 
 
This research emanated from the perception that a practical problem exists in that budget is allocated 
ineffectively, related to a theory that better value could be achieved if certain interventions were 
introduced.  
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3.4 THE RESEARCH PROBLEM 
 
The foundation of a research project lies in a problem statement that is both accurate and unambiguous, 
and sufficiently descriptive to clarify the object of the research. The topic of research of this thesis was a 
natural consequence of observations made at various employers in both the public and private sector in 
RSA, pertaining to the difficulties experienced in allocating resources in an environment where demand 
always outstripped supply. The array of challenges at different organisations and organs of state 
provided too broad a range for a research topic, resulting in the study focusing on the local sphere of 
government, utilising the City of Cape Town as a case study in particular. 
 
Suboptimal budget allocation reduces the efficacy of local government in their core business of providing 
services to the local community. Despite comprehensive legislation, copious provision for public 
participation and seemingly time-consuming political oversight, decision making around budget issues is 
difficult and the true value hard to measure. Furthermore, infrastructure is thought to be under pressure in 
RSA and resources to fund new and maintain existing infrastructure are not abundant. It has been widely 
reported that infrastructure such as electricity, transportation, water, sewerage and storm-water systems 
are under-resourced and in a state of disrepair. The demands or requests for funding to maintain, 
augment, replace or construct new infrastructure far exceeds revenue plus the supply of money allocated 
by treasury. 
 
The present budgetary structure and the shortcomings of government to reduce poverty or improve 
infrastructure delivery and maintenance have led to this research in which the following fundamental 
question will be researched: 
 
How can the economic impact of budget allocation in the City of Cape Town be measured / quantified to 
assist decision making?  or 
How can one measure the impact of infrastructure delivery and maintenance in a way that enables better 
application of limited funds in financial, social and environmental terms in the City of Cape Town?  
 
From the research problem, sub-problems were developed. Sub-problems have four key characteristics 
(Leedy & Ormrod, 2005: 51): 
· Each one should be a standalone completely researchable problem; 
· Each one must be linked to interpretation of the data; 
· The combined content of sub-problems must add up to the research problem, without including 
aspects not related to the research problem, and 
· A manageable number of sub problems should be identified, generally between 2 and 6. 
 
The sub-problems were thus identified and expanded upon as follows: 
· Sub-problem 1: Infrastructure is under pressure: If infrastructure were not under pressure, i.e. if 
service delivery was flawless and all residents, consumers and customers of municipal services were 
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perfectly satisfied, then there would be no need to investigate better methods of budget allocation. 
The sub-problem relates to both the extent of completeness of provision of infrastructure, as well as 
the condition of the infrastructure provided; 
· Sub-problem 2: Insufficient money is allocated for infrastructure development and maintenance: If 
sufficient money had been allocated and available, it would indicate that there are other reasons why 
infrastructure may be under pressure. The sub-problem intends to establish how the budget is 
determined and whether flexibility exists in attracting more revenue to provide the necessary 
infrastructure and maintain it in a good condition; 
· Sub-problem 3: Decision making structures are not fully integrated: If sufficient money had been 
available, and decisions were made in the best possible way then all infrastructure should be in a 
good condition, and all departments should have a fair chance of obtaining necessary resources to 
augment and maintain. Making decisions in silos may have good results for some silos to the 
detriment of others. The sub-problem aims to explore how integrated budget decisions are to the 
benefit of the City of Cape Town in its entirety; 
· Sub-problem 4: The budget cycle is not conducive to value creation: If all the above sub-problems 
had been resolved, and the environment was found to be enabling, then value for each resource 
allocated could be maximized. The budget cycle is fixed and has to be adhered to, but it does have 
many consequences that, together with other legislation, may add to the administrative load of 
municipalities in complying with the process.  The intention of exploring this sub-problem is to identify 
the impact on value realized in budget decisions of complying with a process structured around a 
fixed12-month period; 
· Sub-problem 5: Economic impact is difficult to assess and not considered in decision making: 
Economic impact is often narrowly used to satisfy only financial constraints, as social and 
environmental measures are not as readily available. If social, environmental and financial 
considerations were evaluated then the resulting allocation may reflect different priorities to the status 
quo; 
· Sub-problem 6: Infrastructure spending is not effective: If good decisions are made which negate the 
sub- problems above, then value may be lost in implementation of decisions leading to the problem 
of value not being maximized, and 
· Sub-problem 7: Flexible and relevant economic measures have not been identified: If measures had 
been identified, then they would have been implemented resulting in value being maximized. 
 
To address the sub-problems that will lead to answering the research question, hypotheses were 
developed to be tested through the chosen research method. Hypotheses typically state relationships 
between at least two variables in one or more populations. For the purposes of the study, the main 
population is the City of Cape Town, while various stakeholders may form distinct smaller populations. 
The hypotheses were determined as follows: 
 
1) Infrastructure investment over the past decades has not been sufficient; 
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2) The cost of funding the administration of infrastructure of the City of Cape Town has not been 
determined; 
3) The economic impact of infrastructure investment is not considered by all structures and individuals 
who have an impact on allocating money; 
4) Legislation and performance management results in budgets that are incorrectly allocated to certain 
projects; 
5) Budget allocation is based on spurious criteria while infrastructure funding avenues are limited;  
6) Holistic strategic intent is not considered in budget allocation, and  
7) Effective decision making models based on relevant economic measures can be used to harness 
value. 
 
3.5 DATA COLLECTION AND SAMPLING 
 
The purpose of the research is causal as the objective is to establish how the economic impact of budget 
decisions can be improved, and why it may be better to invest in infrastructure A rather than 
infrastructure B. In terms of time dimension, the study had to have a longitudinal component, to ensure 
that all relevant data was considered, to bring about the best chance for corrective action over time and 
to determine predictability in budget revenue and expenditure. The cross-sectional component entailed 
analysis of the budget at a given point in time, in this instance the 2011/12 budget, as well as the 
surveys, which gathered opinion at a point in time, based on the selected budget year. 
 
The topical scope fell both in statistical analyses, as inferences were be drawn from sample 
characteristics, as well as a case study given that the budget of a particular entity, the City of Cape Town, 
was the focus of the study. As all spheres of government and other state funded entities differ, it is likely 
that their cases will differ, and although parallels may exist as to the inability to maximize economic 
return, absolute results will not be achieved. What holds true for the City of Cape Town may well hold 
true for other municipalities, especially metropolitan municipalities. Research was conducted in field 
conditions. Participants’ perceptions may have influence on the outcome of the research. The application 
of budget remains an emotive issue, and while those charged with allocating budgets may be expected to 
be defensive, those vying for limited resources may also express views affected by their overall 
experience. 
 
Surveys were emailed to participants for completion, together with a covering letter and letter of authority 
provided by the City Manager. 
 
A sample should represent the characteristics of the overall population as accurately and precisely as 
possible (Cooper, Schindler, 2003: 181). Accuracy refers to the absence of bias, neither under- nor over-
estimating the results.  
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Seven sub-problems and hypotheses have been developed to provide a strategy in support of the 
research question in terms of questions investigated, data gathering, accessibility, interpretation and 
presentation.  Table 3.5.1 provides the data required and their source. The mix of qualitative and 
quantitative research required that surveys were distributed in separate sets. Three of the sets were 
small and well defined. The final set aimed at establishing opinions on the various sub-problems from a 
broader population. 
 
Table 3.5.1: Data Collection procedure 
# Sub-problem  Data required  Means of obtaining & source of data 
1 State of 
infrastructure 
Types of infrastructure, condition, 
requirement for new infrastructure, 
historical spend, industry norms 
Literature including Legislation, City budget 
documents, e-mail questionnaire to City 
officials 
2 Sufficiency of 
budget allocation 
Size and shape of the budget, history, 
revenue sources, flexibility, allocation 
process, innovation. 
Literature including Legislation, City budget 
documents, e-mail questionnaire to City 
officials 
3 Integration of 
decision making 
structures  
Decision making process, assessment of 
priorities, Financial, social & 
environmental impact of types of 
infrastructure, measurement 
mechanisms, structural integration 
Literature including Legislation, City budget 
documents, e-mail questionnaire to City 
officials, interviews with officials 
4 Budget cycle 
supportive of 
creating value 
Budget cycle milestones, compliance vs. 
form, seasonality, performance 
management influence, variance between 
planned and actual 
Literature including Legislation, City budget 
documents, e-mail questionnaire to City 
officials, interviews with officials 
5 Determining the 
economic impact of 
budget decisions 
Revenue and expenditure framework, 
economic impact measures explored, 
Systems approach 
Literature including Legislation, City budget 
documents, e-mail questionnaire to City 
officials, interviews with officials 
6 Effectiveness of 
infrastructure 
spending 
High profile projects, Spatial planning, 
return on investment, social disparity 
Literature including Legislation, City budget 
documents, e-mail questionnaire to City 
officials, interviews with officials 
7 Identification of 
flexible and relevant 
economic measures 
Aspects for inclusion, methods to find 
integrated and innovative solutions, 
delaying priorities, carbon footprint 
Literature including Legislation, City budget 
documents, e-mail questionnaire to City 
officials, interviews with officials 
 
The overall population is constituted of all employees at the City of Cape Town involved in the budget 
process, which includes finance staff and middle management responsible for managing expenditure. 
The budget processes referred to includes preparing the future year’s budget, implementing the current 
year budget and reporting on the previous year and thus involve of a variety of levels of staff from 
operational through to strategic level. With this in mind, a financial determinant was sought to identify 
staff relevant to the process. The SAP ERP system is set-up in a manner that provides different levels of 
access to staff depending on delegated authority. The most suitable level of authority to participate in the 
survey was deemed to be that of Cost Centre Manager (CCM) for the following reasons: 
· Appointment as CCM requires a level of authority commensurate with at least middle management, 
where some understanding of budget priorities exist; 
· To gain access to SAP, staff have to undergo training in SAP and thus be computer literate to a 
sufficient degree to complete an electronic survey, and 
· All staff members with input to requesting or spending budget are also in charge of cost centres and 
will thus have some working knowledge on processes prevailing in the city. 
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The City of Cape Town’s budget is devolved to line management through these cost centres, with a staff 
member assigned authority over each cost centre. The number of cost centres is flexible to 
accommodate changes in organisational structure and spending priorities. As at June 2012, the City of 
Cape Town had approximately 2 510 cost centres. One CCM can manage several cost centres. At the 
time of the survey, there were 1 015 CCMs. Cost centres are arranged around the organisational 
structure of the City of Cape Town. As the system is administered via SAP, all CCMs have to undertake 
SAP training, and have unique login names and passwords. The first five reporting levels including the 
City Manager, Executives, Directors, Managers and Heads total 634 staff, all of which are in charge of at 
least one cost centre. The balance of the cost centres is administered by other middle managers, which 
have delegated responsibility, for operational reasons. The overall sampling frame consists of all CCMs. 
 
As the study deals with budget decision-making at the City of Cape Town, all the respondents were in the 
employ of the City of Cape Town at the time. The number of staff employed at the City of Cape Town 
varies depending on rates of attrition, and the ability to fill vacancies. The staff complement stood at 
23,953 at the beginning of the 2011/12 Financial Year out of over 27,000 approved posts in the structure. 
The occupational category breakdown is shown in Table 3.5.2. 
 
Table 3.5.2: Staff numbers by occupational category 
Occupational category  
 Permanent posts  
 
No. % 
Legislators, senior officials and managers 268 1.1 
Professionals 1 865 7.8 
Technicians and associate professionals 2 063 8.6 
Clerks 5 750 24.0 
Service & Sales workers 2 653 11.1 
Craft and related trade workers 2 180 9.1 
Plant and machine operators 3 159 13.2 
Elementary occupations 6 015 25.1 
Total 23 953   
 
The intent of surveying a sample rather than the total population is to select an economic sample – which 
provides that no expense is raised or work required beyond that necessary to provide enough 
participants to render the survey valid (Bordens & Abbott, 2011: 286). A formula was derived to calculate 
the required sample, considering the estimated proportion of the population with a certain characteristic 
as well as acceptable margin of error. For large populations, the size of population is not considered in 
determining the sample size. For smaller populations, where the sample size is more than 10% of the 
population, a formula is used to adjust the sample size. The purpose of the research informs the margin 
of error; some research requires very low margins of error while describing characteristics of a sample 
can tolerate a larger margin of error. 
 
A simple rule of sample is to have as large a sample as possible – though more specific guidelines are 
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offered by some authors. For example, for a population of 500, 50% should be sampled, and for 1,500, 
20% should be sampled (Leedy & Ormrod, 2005: 207), while a contrary view provides that a sample 
larger than 500 will have negligible effect on the results (Welman, 2005: 71). For this research, it was 
deemed appropriate to survey the entire population of cost centre managers, although the overall CCM 
population was just over a thousand, as: 
· A low return rate was expected based on previous surveys circulated to municipal employees 
through the IT department; 
· A host of requests for information and reports circulate through the City of Cape Town daily, resulting 
in competing priorities taking preference over a voluntary survey, and 
· The survey was distributed via e-mail, with no concomitant cost attached, potentially limiting the 
sample size. Other than providing more data to analyse and present, the cost of surveying the 
population rather than the sample was unchanged. 
 
Although the entire population was invited to participate, possible sources of bias in the results have 
been identified as: 
· The survey was not compulsory. The City Manager gave his support to the research, which may 
have motivated some participants, but as there was no reward or recognition for participating, more 
negative members of staff would probably have declined the opportunity to participate. The bias in 
this instance would be that participants could be more positive about the budget process efficacy 
than the norm; 
· Added to the point above, participants are potentially more knowledgeable about budget matters, 
which could skew the result; 
· Although the survey was anonymous, the level of trust in local government is deemed to be low, and 
respondents are likely to steer clear of controversy. This was mitigated through the question design, 
and 
· The final aspect of possible bias lies in employees’ desire to portray themselves, and the 
management of their units in as positive a light as possible. 
 
As mentioned, data was collected in 4 separate surveys, due to the level of detail and scope of 
information covered and the questionnaires were tailored to specific information required from 
respondents. Combined, the questionnaires were designed to provide insight to the effectiveness of 
budget allocation practices, as assessed by officials charged with the responsibility. Furthermore, the 
questionnaires consider the legislative requirements and finance processes at various levels of 
management involved in or affected by the budget, and determining understanding of these at 
appropriate levels of responsibility.  
 
3.5.1. Set 1: Executive Management 
 
Aimed specifically at the Chief Financial Officer, the questionnaire covered the strategic aspects of the 
budget, including revenue. The survey was followed-up with interviews where the CFO's questionnaire 
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responses were further unpacked. Much of the information obtained from the CFO was factual, but 
opinion and interpretation had influence in many of the questions. Within the City of Cape Town structure, 
the CFO has authority over all operational budget issues, delegated from the Accounting Officer, and 
where Council has authority, it is on the advice of the CFO. The opinion of the CFO in interpreting budget 
matters is thus critical to this research. The CFO had been serving in the post since the administration 
was voted in in 2005, and thus thoroughly conversant with all financial matters.  
 
The response of Set 1 is indicated separately in the presentation of data. Where it is included in 
calculating mean scores, each of Sets 1, 2 and 3 were allocated equal weighting.  Targeted at a single 
entity being the CFO, the survey had a 100% response rate. 
 
3.5.2. Set 2: Finance Directorate - Budgets 
 
The survey directed at the Budget Department focussed on the budgeting process. The Budget 
Department is responsible for compilation of the annual budget in accordance with legislation, under the 
guidance of the CFO. The survey contained largely fact-based questions, complemented by opinions. 
The Director: Budgets assigned the task of completing the survey to the Manager: Budgets who 
responded on behalf of the department. The response rate for Set 2 is deemed to be 100% as it was 
submitted through the office of the Director: Budgets. 
 
3.5.3. Set 3: Directorate Finance Managers 
 
The third survey was aimed at high-level stakeholders of the budget process, specifically the Finance 
Managers Forum (FMF) who operate outside of the Finance Directorate, but with a high level of 
understanding of budgetary matters. Each Directorate has a Finance Manager specifically looking after 
directorate finances, with an informal reporting line to Finance through the FMF. The 9 Finance 
Managers were asked to forward the questionnaire to other relevant officials involved with budgeting in 
their directorates, if applicable. Of the 9 Finance Managers, 4 responded, while only 3 responses were 
received from the level below. Set 3 was also sent to three Executive Directors, of which 1 responded. As 
Finance Managers were given the option of delegating a response, the overall response rate for Set 3 
cannot be determined. From the return of Financial Managers and Executive Managers, the response 
can be calculated as 5/12 = 41.7%. 
 
3.5.4. Set 4: Cost Centre Managers – Line Management 
 
The final survey was circulated to the entire population to gather opinion more broadly from officials 
participating in the budget process by virtue of being Cost Centre Managers (CCMs), particularly those 
involved in municipal infrastructure. An email request was sent to the 1,015 CCMs. CCMs include staff 
from top management but devolves responsibility for managing costs to operational level. The 
respondents were on higher reporting levels than the average for CCMs, the designations of these 
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include: 
· 5 x Directors - reporting level 3; 
· 27 x Managers - reporting level 4; 
· 27 x Heads - reporting level 5; 
· 8 x Admin officers - various reporting levels; 
· 9 x Librarians - various reporting levels, and 
· 7 x Middle managerial - various reporting levels. 
 
The response rate was 84 respondents comprising 8.28% of the total. A follow-up e-mail was sent to 
encourage participation, but the final response for Set 4 remained below 10%. Results of the 
respondents are summarised in Tables 3.5.3 and 3.5.4.  
 
Table 3.5.3: Summary of responses Set 1-3 
Set No. of responses Directorate / Department Designation 
1 1 Finance Chief Financial Officer 
2 1 Finance: Budgets Manager 
3 1 Human settlements Executive Director 
  1 Corporate Services: Specialized Technical Services  Manager 
  1 Corporate Services: Communications Manager 
 1 Transport Roads and Major Projects Manager 
  1 Utility services Finance Manager 
  1 Corporate Services Finance Manager 
  1 Strategy & Planning Finance Manager 
  1 Office of the City Manager: Governance & Interface Finance Manager 
 
 
Table 3.5.4: Summary of responses Set 4 
Set No. of responses Directorate (Vote) No. Designation / Department 
4 18 Vote 1: Community Services 5 City Parks 
      10 Library and Information Services 
      3 Sport Recreation & Amenities 
  13 Vote 2: Corporate Services 1 Communication 
      1 Finance 
      2 IS&T 
      8 Specialized Technical Services 
      1 Strategic Development Information & GIS 
  2 Vote 3: Economic, Environment and 
Spatial Planning 
1 Environmental Resource Management 
    1 Strategic Support 
  7 Vote 4: Finance 1 Inter Services Liaison 
      1 Revenue 
      1 Shareholding Management 
      2 Supply Chain Management 
      2 Treasury 
  3 Vote 5: Health 1 Finance 
      1 Specialized Health 
      1 Training 
  3 Vote 6: Human Settlements 2 Existing Settlements 
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Set No. of responses Directorate (Vote) No. Designation / Department 
      1 Social Services 
  6 Vote 8: Office of the City Manager 5 Governance & Interface 
      1 IRM 
  5 Vote 10: Safety & Security 1 Disaster Risk Management Centre 
      2 Emergency Services 
      2 Traffic Services 
  1 
Social & Early Childhood 
Development 1 Social Development 
  9 
Vote 12: Transport Roads & Major 
Projects 1 Integrated Public Transport 
      8 Roads & Storm water 
  17 Vote 13: Utility Services 10 Electricity 
      2 Solid Waste Management 
      5 Water & Sanitation 
 94 TOTAL 84  
 
Responses from Set 4 are further coded into classes of infrastructure analysed as per the organisational 
structure described in §2 as follows: 
· Human Capital  - 24 respondents: 
o Vote 1: Community Services including Social & Early Childhood Development; 
o Vote 5: Health, and 
o Vote 6: Human Settlements; 
· Service infrastructure - 26 respondents: 
o Vote 12: Transport Roads & Major Projects, and 
o Vote 13: Utility Services; 
· Natural capital - 2 respondents: 
o Vote 3: Economic, Environment and Spatial Planning, and 
· Public institutional capital  - 31 respondents: 
o Vote 2: Corporate Services; 
o Vote 4: Finance; 
o Vote 8: Office of the City Manager, and 
o Vote 10: Safety & Security. 
Other than Natural Capital, the data grouping is balanced. As the lack of environmental drive in budgeting 
is an important consideration, the data was not re-grouped into a different category, but caution will be 
exercised when concluding from results in this category.  
 
Apart from the survey, interviews were undertaken with senior staff members, well experienced in local 
government. A formal interview was held in all cases, requiring signature of informed consent. In virtually 
all cases, the formal interview resulted in follow-up questions, which were posed and responded to via 
email. By virtue of their positions being unique in the city structure, all but one participant accepted that 
anonymity could not be granted.  
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3.6 QUESTIONNAIRE DESIGN 
 
The questionnaire to the CCM population was divided into 9 questions using a variety of scales and input 
requirements, the formats of which are described below: 
1) For classification purposes, positional employment information had to be provided. This included 
directorate, department, branch, function and designation. Respondents had to enter information, 
i.e. this was an open-ended question.  The aim of the question was to enable classification of the 
response to the infrastructure types identified; 
2) Respondents had to select the types of infrastructure they work with by selecting as many as 
applicable. The question was partially open-ended as the final field provided for data entry under 
‘Other’; 
3) Related to the previous question, respondents were asked to select the general state of 
infrastructure. Answers were restricted to selecting from the list, which provided 7 options, on an 
ordinal scale. The purpose of the question was to guide respondents to consider the overall state of 
the infrastructure they indicated in the previous question; 
4) The 4th question provided for selection on a ratio scale varying from no influence to major influence 
of the impact of 16 variables on the condition of their infrastructure. A further option of ‘Unsure’ was 
provided. The question was aimed at establishing the correlation between the condition of 
infrastructure and the various factors; 
5) Question 5 explored the respondents’ participation in, and understanding of the budget process 
through 11 components on a nominal scale, providing the options of N/A, Unsure, Yes and No. The 
purpose of the question was to gauge the interpretation respondents had of the budget process, as 
relevant to the sub problems identified; 
6) The 6th question presented possible measures for evaluating the City of Cape Town’s success as 
evaluated by the respondents on a ratio scale. Respondents had to choose between an option of 
unsure, or indicate on a scale between 0 and 5, the relevance of measures in evaluating if the 
success of the City of Cape Town; 
7) Question 7 listed 13 factors that influence the City of Cape Town’s budget allocation. Again, a ratio 
scale from no influence to major influence with an option of unsure was provided; 
8) The 8th question was aimed at establishing how the respondents rated 8 constructs for the influence 
they have on the budget process within their personal control. As before, the options consisted of 
Unsure, and a ratio scale between 0 and 5, and 
9) The final question was open-ended and provided for any general comments around budgeting that 
the respondent may have wished to share. 
 
The data analysis is descriptive, in interpreting the influence of independent variables on a dependent 
variable. The other questionnaires, issued as Sets 1, 2 and 3 were similar, but provided more open-
ended questions for qualitative assessment. The survey correspondence and questionnaires are 
attached in Annexure 6 to 11. 
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3.7 DATA VALIDITY 
 
Internal validity is a predictor of the extent to which data will lead to accurate conclusions under the 
specific design. As this research is non-experimental, internal validity is of less concern. Nonetheless, the 
research design attempts to ensure internal validity through careful phrasing of questions and inviting the 
entire CCM population to participate in the survey. 
 
External validity refers to the extent that the research conclusions will be applicable in a broader context 
than the study. As local government legislation applies to all municipalities, and the data analysed 
pertained to interpretation of budget processes, outcomes are expected to apply to other municipalities.  
 
Internal and external validity measures evolved mainly to deal with quantitative research methods. 
Validity relating to quantitative methods includes (Leedy & Ormrod, 2005: 92): 
· Face validity refers to the appearance of the instrument measuring what is required, which provides 
some degree of validity as it is thought to improve cooperation of subjects in research. As a 
subjective measure, it does not provide great confidence in validity. Face validity of the survey is 
provided as the survey is transparent in explaining its purpose as well as providing the information 
requested in a transparent and understandable fashion; 
· Content validity is necessary as the entire range of knowledge and experience cannot be measured 
under most circumstances, and it is therefore important that the content measured is a fair reflection 
of the status quo. The key areas addressed in the survey relate to the hypotheses, which were 
evolved in addressing the problem as thoroughly as possible. The key areas of importance are 
covered to ensure content validity of the survey instrument; 
· Criterion validity requires that a correlation exists between the results employed and a quality of the 
participant. In classification of the survey into groupings relating to type of infrastructure, the 
characteristics of type is correlated to the survey results in an effort to ensure criterion validity, and; 
· Construct validity relates to measuring something that cannot be directly observed, but has to be 
inferred from a pattern of behaviour for example. Individual influence in the budget process plays a 
significant role that cannot be neatly quantified or observed. The survey thus aims to provide 
sufficiently rich information to infer the extent of influence of human behaviour on the budget, even 
though this is not directly observe. 
 
Validity in qualitative research can be improved through a number of measures (Leedy & Ormrod, 2005: 
100): 
· By spending extensive time in field conditions: The study was conceptualized while in the employ of 
the City of Cape Town, providing a time period of more than 3 years of observation of the processes 
concerned with budget; 
· Thick description: This refers to the detail of description of the cases, allowing readers to draw their 
own conclusions. This has been attempted in this research; 
· Feedback from others: The resulting model of improvement has been circulated for comment to 
those in the field; 
Chapter 3: Research Foundation and Methodology 2 April 2013 
   119
· Seeking out and analysing negative cases: Continuously looking for alternative explanations, and 
· Respondent validation: The resulting conclusions have been circulated for comment to those in the 
field. 
 
3.8 DATA PREPARATION 
 
Data from the 10 responses of Sets 1-3 was entered into spread sheets, and handled per set as the 
volume of data was manageable. The raw data from Set 4 was sorted or coded into the four categories of 
infrastructure. The responses were totalled in accordance with the frequency of responses on the interval 
scale and converted to percentages. The mean score was determined by multiplying the percentage of 
responses per interval, divided by the percentage of definitive responses i.e. excluding the ‘unsure’ 
option. 
 
Interview data was captured during the interviews in line with the sub-problems. Relevant portions were 
extracted under the relevant sub problems in the presentation and analysis section. 
 
3.9 CONCLUDING REMARKS 
 
Based on the selection of appropriate research tools, a mixed methods methodology was decided upon. 
The identified methods rely on quantitative methods for analysing surveys statistically while providing for 
detailed qualitative methods in interviewing and studying the specific case in detail. The theoretical 
perspective informed by a mixed-methods methodological approach that found favour for the study is that 
of pragmatism. The epistemology adopted is that of constructivism, the understanding that meaning 
comes from the lack of existence of objective truth to discover.  
 
The problem statement evolved from exploratory research of secondary data, and is supported by sub-
problems and related hypotheses, which are to be interrogated through the selected tools of surveys and 
interviews. Delimitations and assumptions were developed to provide further understanding of the scope 
and milieu of the study. 
 
A mixed methods research methodology provides scope for increased flexibility in the research process. 
The research problem, sub-problems and hypotheses informed the design of surveys combined with 
interviews and secondary data. 
 
The survey design was considered to provide the desired quality of information. Given a population of 
just over a thousand, the entire population was invited to participate rather than a specific sample. The 
response rate varied across the groups surveyed, but the overall result is deemed to be sufficiently 
representative. Data validity was influenced by the design of the surveys as well as interviews. Survey 
results were provided electronically and processed using spread sheets. The results were sorted and 
tabulated in an appropriate and manageable form for presentation.   
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4 DATA PRESENTATION, ANALYSIS AND INTERPRETATION 
 
The chapter presents the data collected through the questionnaires, interviews and secondary data, in 
response to the seven sub-problems identified. The data is grouped, analysed and interpreted and 
summarised in answer to each problem.  
 
The reader will find value in the following: 
· Accessing the respondents’ ordered data as applied to the problem; 
· Comparison of responses from various classifications of staff; 
· Understanding the interpretation of the results; 
· Exposure to deeper inquiry through interview data, and 
· Gaining insight into the applicable secondary data apposite to the sub-problems. 
 
 
4.1 SUB-PROBLEM 1: Infrastructure is under pressure 
 
4.1.1. Survey Data 
 
The questionnaire aimed to establish the types of infrastructure the respondents are responsible for, as 
well as their overall assessment of the condition of the infrastructure under their control. The information 
gleaned from the questionnaire augments that accumulated from secondary data and interviews. 
 
Respondents in Sets 3 and 4 were asked to indicate the infrastructure they are responsible for. Set 1 and 
2 were aimed at Finance with an overall responsibility for all infrastructure assets and were thus not 
asked to rate specific infrastructure. The question on infrastructure type was aimed at getting a response 
of the types of infrastructure the respondents provide, and to align their thinking with the broader concept 
of provision of infrastructure, which includes social services. Infrastructure types were further grouped 
into categories, to provide a manageable and meaningful measure for analysis without excessive detail. 
Any number of items could be checked, and space was provided for an entry of ‘Other’. Table 4.1.1 lists 
the response from the 92 respondents in Set 3 and Set 4. 
 
Table 4.1.1: Infrastructure types managed by survey respondents 
Infrastructure Category and Detail 
Set 3: 
Response 
Count 
Set 4: 
Response 
Count 
Total 
Response 
Count 
Response 
% 
CATEGORY: Human capital – health services, education, 
nutrition, housing, libraries, public amenities 1 75 76 30.9 
CATEGORY: Engineering infrastructure – roads, electricity, water 
and sanitation, solid waste 13 90 103 41.9 
CATEGORY: Natural capital – conservation of biodiversity & 
ecosystems 0 7 7 2.8 
CATEGORY: Public institutional capital – public administration, 
judicial system, police force 5 55 60 24.4 
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Infrastructure Category and Detail 
Set 3: 
Response 
Count 
Set 4: 
Response 
Count 
Total 
Response 
Count 
Response 
% 
Health, nutrition   3 3 1.2 
Education   8 8 3.3 
Social services 1 7 8 3.3 
Community Halls   5 5 2.0 
Libraries   11 11 4.5 
Parks   8 8 3.3 
Tourism infrastructure   5 5 2.0 
Economic development   5 5 2.0 
Community buildings & facilities   15 15 6.1 
Water-related infrastructure 1 6 7 2.8 
Sewer-related infrastructure 1 4 5 2.0 
Storm water-related infrastructure 1 10 11 4.5 
Electricity-related infrastructure 2 13 15 6.1 
Road-related infrastructure   9 9 3.7 
Transport-related infrastructure   8 8 3.3 
Solid waste-related infrastructure   5 5 2.0 
IT and Communications equipment   10 10 4.1 
Conservation of biodiversity and ecosystems   6 6 2.4 
Public administration 5 17 22 8.9 
Police force   2 2 0.8 
Security services   10 10 4.1 
Emergency services   10 10 4.1 
Municipal buildings 3 14 17 6.9 
Judicial system   1 1 0.4 
Sports facilities   5 5 2.0 
Research   7 7 2.8 
Vehicles & Plant 5 8 13 5.3 
Other (please specify) 15 15 6.1 
Response count 246   
Answered question 86   
Skipped question 6   
 
The types of infrastructure listed under ‘Other’ were subsequently grouped into appropriate Infrastructure 
categories. The descriptions provided by respondents under ‘Other’ included: Admin of rented properties, 
Insurance Claims, Revenue Customer Care, Safety & Security, Rating area management, Admin 
Support, Councillor Support, Governance, Stores  - all grouped under Public Institutional Capital; 
Ambient Air Quality Monitoring – grouped under Natural Capital, Radio communication network, Materials  
- grouped under Engineering Infrastructure and Social Development Services – grouped under Human 
Capital. All of the options provided under types of infrastructure were selected by at least some of the 
respondents, providing comprehensive coverage of the suite of infrastructure services offered by local 
government. 
  
Respondents were asked to broadly classify the condition of infrastructure under their control. A 
possibility of bias exists in that the results could lean towards being stated in a better light than reality, 
given the respondents are in many cases responsible for the maintenance of the infrastructure. Indicating 
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a poor condition may be seen to reflect poorly on the responsible party’s capacity to manage such 
infrastructure.  Table 4.1.2 presents the results of the conditions assessed as per the survey.  
 
Table 4.1.2: Condition of infrastructure as surveyed 
Response group  Response (%) Mean Score N/A Unsure 1 2 3 4 5 
Set 3 Total 0.0 0.0 28.6 42.9 0.0 28.6 0.0 2.29 
Human Capital 0.0 0.0 0.0 32.0 44.0 24.0 0.0 2.92 
Service infrastructure 3.8 0.0 3.8 42.3 34.6 11.5 3.8 2.68 
Natural Capital 0.0 0.0 0.0 50.0 0.0 0.0 50.0 3.50 
Public Institutional Capital 6.3 0.0 0.0 12.5 34.4 40.6 6.3 3.43 
Set 4 Total 3.5 0.0 1.2 28.2 36.5 25.9 4.7 3.05 
Mean 3.0 0.0 5.1 30.3 31.3 26.3 4.0 2.94 
Where:  1 - Desperate 
 2 - In urgent need of maintenance 
 3 - Adequate 
4 - Satisfactory 
5 - Excellent 
 
Set 3 assessed the condition to be ‘in urgent need of maintenance‘ at well below 3.00, while Set 4 
assessed the condition at the entry level of ‘adequate’, slightly above 3.00. The mean mean score (MS) 
of Set 3 and Set 4 falls just within ‘in urgent need of maintenance’ at less than 3.00, with a standard 
deviation of 0.98. A mere 3% of respondents indicated that the question was not applicable; while none 
of the respondents indicated that they were unsure. Of the Set 4 respondents, Service Infrastructure had 
the lowest mean score of 2.68, followed by Human Capital at 2.92. These two categories cover most of 
the physical infrastructure in the City of Cape Town which is indicative of infrastructure overall urgently in 
need of maintenance.  
 
4.1.2. Interview and Secondary Data 
 
Infrastructure as it pertains to the study is limited to that provided by local government, but broader than 
utility services of electricity, water, sanitation and solid waste infrastructure. The broader interpretation of 
infrastructure means that it can clearly be grouped in many ways. The Infrastructure Barometer classifies 
infrastructure into Economic Infrastructure, which includes services which serve as business enablers: 
Transport, Energy and ICT, and Social Infrastructure required for human development including Water, 
Health, Education and Skills (Development Bank of South Africa, 2008: 26). To provide an opportunity to 
compare budgets aligned to Votes, infrastructure was grouped along the lines of the municipal structure, 
rather than economic and social lines.   
 
Three of the objects of local government as outlined in Section 152 (1) of the Constitution relate 
particularly to the provision of infrastructure: 
“b) To ensure the provision of services to communities in a sustainable manner; 
c) To promote social and economic development; 
d) To promote a safe and healthy environment.” (Republic of South Africa, 1996: 78) 
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Constitutionally, in terms of Section 156, a municipality has executive authority over Part B of Schedules 
4 and 5 of the Constitution. These functions have been classified according to the questionnaire 
infrastructure grouping in Table 4.1.3, and the number of responses indicated per type. 
 
Table 4.1.3: Infrastructure types as legislated 
# Infrastructure type Constitutional authority (Schedule 4B & 5B)* 
1 Human capital – health services, education, 
nutrition, housing, libraries, public amenities 
(Votes 1, 5, 6) – 25 responses 
Municipal Health Services; Licensing and Control of Food Vendors; 
Health Services; Trading regulations; Billboards and Public 
Advertising; Markets; Abattoirs; Street Trading, Housing; Libraries; 
Parks and Recreation; Child-Care Facilities; Beaches and 
Amusement Facilities; Cemeteries; Cleansing; Accommodation, 
Care and Burial of Animals; Local Amenities; Public Places; Sports 
Facilities;  
2 Service Infrastructure – roads, electricity, 
water and sanitation, solid waste (Vote 12, 
13) – 26 responses 
Electricity Reticulation; Street Lighting; Municipal Public Works; 
Refuse Removal and Disposal; Storm water Management 
Systems; Municipal Public Transport; Municipal Roads; Traffic; 
Parking; Public Transport; Water and Sanitation services; 
Municipal airports; Pontoons, jetties, piers and harbours; Urban 
and Rural Development 
3 Natural capital – conservation of 
biodiversity & ecosystems  
(Vote 3) – 2 responses 
Air Pollution; Noise Pollution; Environment; Nature Conservation 
4 Public institutional capital – public 
administration, judicial system, police force 
(Vote 2, 4, 8, 10) – 31 responses 
Fire-Fighting Services; Building Regulations; Municipal Planning; 
Control of Public Nuisance; Liquor Licenses; Dog Licenses; 
Fencing; Pounds; Police; Road Traffic Regulation; Local Tourism; 
Tourism; Vehicle Licensing 
5 Knowledge capital – research in health, 
agriculture, climate, ecology – 0 responses  
* Activities shown in italics are from Schedules 4A & 5A, allocated as National or Provincial functions, which may be 
assigned to Municipalities, should they have superior capacity to deliver. 
 
The state of infrastructure in RSA, and particularly as it pertains to local authorities is highlighted by 
National Treasury through Circulars issued relevant to Repairs & Maintenance: 
· Circular 48 indicated that one of NTs focus areas looking forward was repairs and maintenance 
(Republic of South Africa: 2009b, 20). In light of this, advised that Repairs and Maintenance needs to 
be broken-up into component expenditure types for the 2010/11 budget, and should be placed under 
‘other expenditure’ if this is not possible for the 2009/10 budget. Furthermore, an explanation of how 
municipalities planned to deal with their repairs and maintenance backlog; 
· The 55th MFMA Circular dated March 2011 detailed targets for Repairs & Maintenance. These 
targets are: 
o expenditure of at least 40% of Capital budget on renewal of existing assets; 
o expenditure of at least 8% of asset value on R&M per annum, and  
o separate targets where a municipality received an audit qualification related to its asset 
register, and 
· Implementation of the MFMA across all municipalities was always going to be a lengthy process, and 
it may be that other priorities simply delayed the emphasis on Repairs and Maintenance until 2011.  
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At the City of Cape Town, the Budget Reports of the past 5 years have reflected on Repairs & 
Maintenance as follows: 
· 2007/08: Repairs & Maintenance increase of 34.7% year-on-year (City of Cape Town, 2007: 13); 
· 2008/09: Repairs & Maintenance increase of 10.4% year-on-year (City of Cape Town, 2008: 8, 52). 
As the expenditure category fell short of the 10% nationally benchmarked, the Budget provided for 
CPIX + 3%; 
· 2009/10: Repairs & Maintenance increase of 15.3% year-on-year. The average Repairs & 
Maintenance spend as per Treasury was confirmed at 7.3% while the City of Cape Town’s target was 
expressed as being between 10 and 15% (City of Cape Town, 2009b: 12,43); 
· 2010/11: Repairs & Maintenance increase of 4.7% year-on-year, with actual increase of 8.6% (City of 
Cape Town, 2010a: 15). The City of Cape Town had been ramping up R&M expenditure aggressively 
over the previous 3 years, and was still providing for an increase of CPI + 3% to address remaining 
backlogs. In terms of the MFMA formats and tables, the reporting of R&M was changed to allocate 
budget provision by cost element. (City of Cape Town, 2010a: 83), and 
· 2011/12: In terms of the MBRR, R&M reporting should be by asset class, which was not yet possible 
at the City of Cape Town.  
 
Table 4.1.4: Value of Property, Plant and Equipment 
PPE Item Value (R000's) 2007 2008 2009 2010 2011 
Land & Buildings  1 420 434   1 419 737   1 612 088   1 675 651   1 898 806  
Service Infrastructure  5 676 153   6 525 241   8 440 973   10 259 317   11 578 408  
Community  794 877   1 954 680   3 778 151   5 042 870   5 072 370  
Leased Assets  188 507   161 453   133 704   113 735   65 592  
Other  565 988   1 415 407   1 722 957   2 235 219   2 248 069  
Housing Rental Stock  1 137 858   657 334   641 140   621 457   611 546  
TOTAL  9 783 817   12 133 852   16 329 013   19 948 249   21 474 791  
R&M  743 172   1 286 814   1 395 816   1 590 466   1 798 911  
R&M as percentage 7.60% 10.61% 8.55% 7.97% 8.38% 
 
The value of the City of Cape Town’s Property, Plant and Equipment has increased at approximately 
30% per year between 2007 and 2011, with a concomitant increase in R&M spending, averaging at 
8.62% of asset value. The increase in value and R&M expenditure is presented in Table 4.1.4 and shown 
graphically in Figure 4.1 and 4.2. 
 
Commentary in the MFMA circulars as well as in City of Cape Town budgets indicate the 
acknowledgement from both NT and the City of Cape Town that R&M backlogs still need to be 
addressed. While the City of Cape Town has shown significant effort in increasing R&M budgets over a 
5-year period, the mechanisms to assess the overall state of infrastructure have not been developed. The 
total expenditure has increased consistently, driven by investment in utility service and community related 
infrastructure. Expenditure on repairs and maintenance over the 5 year period is reasonably consistent, 
fluctuating between 7.6% and 10.6% as shown in Figure 4.2.  
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Figure 4.1: Value of Property, Plant and Equipment 
 
 
 
Figure 4.2: Value of Property, Plant and Equipment and Repairs & Maintenance 
 
 
 
A further indicator of the need for services can be gathered from the number of households below 
minimum service levels as reported in the 2011/12 Budget (City of Cape Town: 2011, 35). These are 
estimated numbers of households that are currently not serviced. The numbers of households over the 
period under consideration are shown in Table 4.1.5. Ideally, all households should be above minimum 
service levels, and until this is the case, the provision of infrastructure will always be incomplete.  
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Table 4.1.5: Households below minimum service levels 
Utility Service 2007/08 2008/09 2009/10 2010/11 2011/12 2012/13 2013/14 
Water  0    0    0    0    0    0    0   
Sanitation  36 000   50 000   6 000   24 000   24 000   24 000   20 000  
Energy  63 000   88 000   90 024   85 819   82 289   78 759   75 229  
Refuse  0    0    0    0    0    0    0   
 
4.1.3. Summary 
 
· Officials responding to the survey assessed the City of Cape Town’s infrastructure under their control 
to be ‘in urgent need of maintenance’; 
· NT through its MFMA circulars expressed concern over the lack of necessary R&M budgets being 
provided at municipalities and recommended benchmarks to be followed and reported on in future; 
· The demand for new infrastructure in light of households below minimum service level, and 
population growth anticipated will continue beyond the MTREF period; 
· Visual evidence of the poor state of infrastructure around the City of Cape Town includes: 
o Roads with potholes, especially after rain; 
o Worn road-markings & damaged signs not replaced; 
o Pipe bursts; 
o Municipal buildings and amenities in need of paint, fencing, general maintenance; 
o Disused buildings standing vacant for lack of funding to transform to other use; 
o Sports facilities in need of maintenance, and 
o Garden and landscape degradation. 
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4.2 SUB-PROBLEM 2: Insufficient money is allocated for infrastructure development and 
maintenance 
 
4.2.1. Secondary Data 
 
Questions related to this sub-problem were posed to the CFO in the questionnaire as well as in interview. 
In addition, analysis of the City of Cape Town’s revenue was required to determine how much budget is 
allocated to infrastructure development and maintenance. The source of this information included Budget 
reports as well as annual financial statements. 
 
Infrastructure development i.e. new infrastructure is funded from the capital budget while maintenance is 
funded from the operational budget. The size of the budget is determined by the historic magnitude to a 
certain extent, and has grown at an average rate of 13.8% per year from 2005/06 to the MTREF forecast 
for 2013/14. Information prior to 2005 cannot be compared as the pre-MFMA budget was managed and 
reported on in a very different manner. The annual budget revenue figures are presented in Table 4.2.1. 
 
Table 4.2.1:  Budget revenue growth 
Year 
Annual Revenue (R000's) Year-on-year 
growth Operating Revenue Capital Funding Total Budget 
2005/06 (Audited) 10 498 709 1 520 643 12 019 352 - 
2006/07 (Audited) 11 232 502 2 484 817 13 717 319 14.13% 
2007/08 (Audited) 12 212 135 3 102 398 15 314 533 11.64% 
2008/09 (Audited) 14 045 099 5 060 343 19 105 442 24.75% 
2009/10 (Audited) 16 530 660 4 662 927 21 193 587 10.93% 
2010/11 (Forecast) 19 441 998 3 995 478 23 437 476 10.59% 
2011/12 (Budget) 21 981 235 5 089 867 27 071 102 15.50% 
2012/13 (Budget) 25 189 206 4 765 897 29 955 103 10.65% 
2013/14 (Budget) 28 667 782 5 049 164 33 716 946 12.56% 
Average growth 13.44% 19.52% 13.84% 
  
The budget should balance between revenue and expenditure, but more importantly, the aim is to move 
towards reflecting true cost, so that current rates and tariffs cover the cost without paying or benefiting 
from past or future ratepayers. The annual increase in revenue and expenditure is balanced considering 
a number of factors, guided by National Treasury every year. These factors include: 
· the economic climate as it impacts on what users are likely to be able to afford. Unaffordable 
increases lead to increased bad debts which reduces revenue; 
· the national inflation rate – increases higher than the target range upper limit of 6% have to be 
motivated individually to NT, and 
· increase in the cost of bulk services. 
 
Operating Revenue and Capital funding over the 5 year period to the budget year under consideration 
are detailed in Tables 4.2.2 and 4.2.3.  
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Table 4.2.2:  Operating Revenue streams  
Revenue stream 
Annual Revenue (R000's) %Year 
on year 
Growth 
2011/12 
% type 2007/08 
Audited 
2008/09 
Audited 
2009/10 
Audited 
2010/11 
Forecast 
2011/12 
Budget 
Property Rates tax  3 182 895   3 163 360   3 754 425   4 206 430   4 581 985  8.93 20.84 
Property rates - Penalties & Charges  75 850   77 244   86 889   80 430   85 759  6.63 0.39 
Service charges - Electricity   2 922 573   3 979 645   5 336 970   6 638 174   8 125 664  22.41 36.97 
Service charges - Water   1 231 444   1 281 671   1 483 354   1 659 871   1 828 095  10.13 8.32 
Service charges - Sanitation   725 274   744 294   801 003   899 609   991 118  10.17 4.51 
Service charges – Refuse  463 776   537 484   614 451   762 770   820 410  7.56 3.73 
Service charges – Other  442 033   400 121   499 999   651 133   625 371  -3.96 2.85 
Rental of facilities and equipment  214 371   219 609   243 468   1 478 282   1 897 816  28.38 8.63 
Interest - external investments  367 956   441 012   293 555   1 760 230   1 912 282  8.64 8.70 
Interest - outstanding debtors  167 747   215 721   212 978   244 503   264 043  7.99 1.20 
Fines  159 224   183 283   154 584   213 936   192 426  -10.05 0.88 
Licenses and Permits  31 036   31 337   33 054   210 860   218 335  3.55 0.99 
Agency Services  112 654   109 222   111 097   180 569   186 892  3.50 0.85 
Operational Transfers Recognized  1 773 881   2 281 920   1 194 162   28 764   30 046  4.46 0.14 
Other Revenue  293 551   195 685   1 631 529   115 993   115 993  0.00 0.53 
Gains on Disposal of PPE  47 870   183 491   79 142   310 444   105 000  -66.18 0.48 
Total Revenue  12 212 135  14 045 099  16 530 660  19 441 998  21 981 235  13.06 100 
 
The largest single revenue item is that of Electricity service charges, providing nearly 37% in the budget 
year under consideration. The tariff is dependent on the bulk tariff paid to Eskom plus a factor to cover 
the cost of municipal administration, distribution and provision of electricity. Property rates tax accounts 
for nearly 21% of revenue. Property rates are established by the City of Cape Town annually and are 
balanced to ensure that the City of Cape Town can fulfil its mandate while being affordable to customers. 
Other Utility Service charges combined account for nearly 20% of revenue. As with electricity, the water 
tariff depends on the bulk water rate plus a percentage for municipal distribution and management while 
the other utility service charges covers the cost of provision of the service. Interest from external 
investments provides nearly 9% of revenue. The only other revenue of note is accrued through rental of 
facilities and equipment, which contributes nearly 9% to the total revenue. Recognised transfers 
contribute only 0.14% in the 2011/12 budget year, indicating that operationally, the City of Cape Town is 
intended to operate as a self-funding entity not reliant on support by provincial or national government. 
Recognised transfers peaked in the 2008/09 year, at R2.28bn indicative of the funding provided in 
preparation for the 2010 SWC. The figure reduced by nearly 50% in the following year to ±R1.2bn, and 
then to ±R29m in 2010/11, post world cup. 
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Table 4.2.3: Capital funding  
Capital funding source 
Annual funding (R000's) %Year 
on year 
growth 
2011/12 
% type 2007/8 2008/9 2009/10 2010/11 2011/12 
 National Government   1 071 282   2 423 827   1 672 706   1 295 433   2 363 713  38.79 46.4 
 Provincial Government   154 698   477 059   253 151   419 539   297 446  49.52 5.8 
 Other transfers and grants   1 276   2 854   23 650   7 314   3 340  182.23 0.1 
 Transfers recognized - capital   1 227 256   2 903 740   1 949 507   1 722 286   2 664 499  36.7 52.3 
 Public donations   48 399   58 601   45 337   52 866   50 860  2.81 1.0 
 Borrowing   1 242 470   1 609 436   1 782 932   1 442 790   1 357 386  3.83 26.7 
 Internally generated funds   584 273   488 566   885 151   777 536   1 017 122  20.86 20.0 
 Total   3 102 398   5 060 343   4 662 927   3 995 478   5 089 867    
 
As can be expected Capital funding shows a broader variance over the 5-year period to 2011/12. 
Recognised transfers from provincial and national government provides 52.3% of funding in the 2011/12 
year, and has varied over the past 5 years to provide for inter alia, IRT infrastructure funding and 2010 
SWC infrastructure. The capital transfers are determined by national government and issued in DORA 
annually. The City of Cape Town has little opportunity to influence this directly, though performance and 
compliance issues are considered in allocating grants. The City of Cape Town has room for movement in 
its borrowings and internally generated funds, which combined provides nearly 47% of capital funding in 
2011/12 and any additional capital expenditure required would be funded through these sources. 
 
4.2.2. Interview and Survey Data 
 
The survey questions related to the sub problem were clarified in an interview.  
1) What is the current City of Cape Town Budget in terms of: Size, growth, trends, forecast? 
Survey: R27bn in 2011/12, growth is linked to inflation and to increase in bulk service, in 
particular electricity, costs.  
 
2) What is the possibility of augmenting revenue, for example through donor funds? 
Survey:  Relatively small amounts of donor funding has been used. 
Interview: Donor funds are available from time to time; for example a German bank that 
funds work in Khayelitsha. This typically creates some administrative burden. 
Funders tend to be very intransigent in how money is forthcoming, and often 
require involvement in procurement of their country resources for design and 
construction. Donors prefer to come to the City of Cape Town rather than to non-
profit organisations as there appears to be a greater level of confidence in its 
ability to use the funding and be accountable for its use. 
 
3) Please describe how you deal with unfunded mandates, and how this impacts on an 
oversubscribed budget. 
Survey: Additional funding is unlikely as the mandates are those of Provincial 
government, who have their own budgetary challenges. It is highly likely that the 
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City of Cape Town will continue to deliver services under existing Service Level 
Agreements. 
Interview: The constitutional consequence of deciding that province should own and 
operate libraries whereas cities used to have them has led to the existence of 
unfunded mandates. It is a key social development function, which is a provincial 
competency even though it is closest to local communities. There has been a 
proposal to take over the existing unfunded mandates by the City of Cape Town 
through SLAs with province, including provincial roads, and primary healthcare. 
Legislation provides a continuously changing landscape to respond to, for 
example the Public Transport Act, which will devolve duties to municipalities 
including buses and rail. There are no guarantees that subsidies will continue so 
the City of Cape Town needs to accept the services and continue funding them 
as in the recent past.  
 
4) How is budget allocated? 
Survey: Budget based on cost commitments plus redirection of resources based on IDP 
priorities. 
Interview: The criteria and constraints of resource allocation may be summarised as: 
· Legally, the IDP is the main driver. However, the IDP tries to be all things to 
all people and does not provide a real basis to prioritise. The IDP is in fact: 
o A summary of competing demands; 
o The constraint of being ‘integrated’; 
o A compromise of all the listed functions in Schedule 4 of the 
Constitution; 
o A vote being the functional allocation, but even within a vote there is a 
dilemma of allocation in the umbrella of services provided; 
o Local authority does not have just a single objective, for example selling 
a particular product and thus no easy measure of success – the product 
is huge and aspects which are not profitable cannot simply be dropped; 
o City of Cape Town clients are at all levels in Maslow’s hierarchy, and the 
city tries to serve them all, and 
o There are inadequate drivers to inform choice, or KPIs to show success; 
· Public opinion – mainly through IDP process, direct engagement, 
Communication strategies and religious leaders, and 
· Risk register: 
o Cascading register, so theoretically all aspects of the administration are 
covered, thus the EMT and Mayco registers should be a practical tool of 
top risks; 
o The same themes filter to the top; 
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o Risk management has matured over 2011 – the general importance 
rating has evolved to be much more accurate, and 
o This is now in better shape to be used as a tool for resource allocation. 
 
Budget process itself should not be a prioritisation issue as the budget equates 
to being a detailed costing exercise of commitments. It reflects the reality of the 
City of Cape Town’s situation – 27,000 staff, 9,000 vehicles and ±40,000 
properties. which have to be paid for somehow and this has to be the first priority 
to keep the concern going. So it is not really base plus increase, it is a detailed 
costing issue. It should be zero based, but it is line managements’ responsibility 
to zero base its own budget. 
 
The City of Cape Town looks at CPI rather than producer inflation – so the 
basket of goods is not necessarily what municipalities deal with. The City of 
Cape Town looks at what is affordable in the community – so based on the likely 
increase of income, which then becomes a constraint in the increases 
determined. So there is a lag in time as information is used from the previous 
year to predict the future year, and it should balance. Baskets of CPI do not align 
in terms of volumes for example fuel volumes vary by operational requirement 
regardless of increase in price: 
· Affordability: because of politics and the nature of funding, affordability is a 
key factor. The actual costs cannot come into it, rather in what the City of 
Cape Town thinks the community can pay. The overall budget available then 
in fact shrinks from year to year – this is the biggest impediment to match 
need and allocation; 
· Constraint of government: people making decisions around resource 
allocation should not have a personal interest so it is not based on value for 
money but on a process that is not necessarily the best decision. If it were 
their own money they would make different decisions – sometimes based on 
expediency, rarely on efficiency. Leaving aside collusion and corruption, 
individual opinion also influences decisions, such as a sense of entitlement;  
· Decision making constraints: not based on value for money but both officials 
and politicians are guilty of this. Issues should be coordinated – sometimes 
they fall between departments for example Property and Sports & 
Recreation where vested interests, history and available budget determines 
outcomes of managing properties, rather than what would add the most 
value and thus be in the common good; 
· Risk of politicians becoming operationally involved; 
· Resource prioritisation is seen as a short term intervention; 
Chapter 4: Data Presentation, Analysis and Interpretation 2 April 2013 
   132
· 5 year IDP and term of office prevents planning longer than 5 years so the 
possibility of e.g. consolidating facilities are scarce; 
· How much can resources be redeployed? Within a function it should be 
possible. e.g. road maintenance, a depot can decide where to spend money, 
without consolidating, or coordinating or speaking to politicians; 
· Staff ageing can be a problem – where maintenance crew don’t necessarily 
move up, but it is necessary to retain them until retirement age;  
· Union influence – SALGA operates with 287 municipalities, of which 10 are 
metropolitan municipalities, each having the same vote. Unionisation creates 
a local level friction and impacts on productivity, which means that 
municipalities have very little control over staff cost annual increases; 
· It would be difficult to redeploy staff. The ratio of ~35% of staff salaries to 
operating budget is maintained, which sometimes flies in the face of job 
creation given constant pressure to reduce staff numbers. It is a complex 
issue, and 
· Labour brokers have lost favour due to unions, and will remain a contentious 
issue. 
 
5) What comprises the City of Cape Town’s revenue framework? 
Survey: Rates, service charges, grants, subsidies, Fines, tariffs and charges, interest. 
Interview: National grants provide the bulk of external revenue. Provincial grant funds 
primary health care. Returns are made to NT monthly; if expenditure is not as 
per plan, NT may withhold funding. DORA provides annual allocation, requiring 
detailed monthly and annual reporting. Allocations are made annually, which is 
very ineffective in planning beyond the current year. DORA provides a one-year 
enforceable amount and 2 years indicative, but recent changes indicated that the 
2 outer years will soon also be enforceable. If a municipality implements and 
spends money as planned, then more revenue is generally made available. For 
example, IRT funds were reallocated from other cities to CT as the City of Cape 
Town showed to be implementing the plan. 
 
Prior to implementation of the MFMA, the spending plan was that the CFO would 
make sure there was sufficient cash to cover expenses. In theory the City of 
Cape Town would have spare cash as the budget has not been overspent, for 
operational purposes. If the capital budget is not spent, it simply means that the 
City of Cape Town has to borrow less. However, rates and charges are levied 
based on having to repay borrowings so not spending capital also results in 
some excess money, which is ploughed into reserves. Reserves should only be 
used for actual liabilities, e.g. for post-retirement medical aid. Reserves, when 
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invested, earn interest that goes into accumulated surplus. The City of Cape 
Town’s Reserve stands at ±R1bn. 
 
6) Is there any likelihood of legislative changes? 
Survey:  Yes 
Interview: Regulations change, without parliamentary process so the law doesn’t change 
but regulations can have a large impact such as the requirement for competency 
training and additional processes required by SCM regulations. 
 
4.2.3. Summary 
 
· Increasing revenue has limited scope, rather better use of current revenue streams can add value 
through efficiencies and integration; 
· The equitable share from central government is unknown until the publication of DORA every year. 
NT has started including a forecast of what municipalities may expect, but the amount is verified not 
long before the municipal budget has to be finalised every year, thus pressurising the process 
possibly at the expense of value; 
· Donor funding could increase but provides limited opportunity as historically, donors have some 
agenda to providing funding, which is difficult to manage in the municipal environment. Some donor 
funding is successful such as environmental work through e.g. DANIDA, but this is generally for small 
amounts that do not meaningfully impact on the overall funding; 
· Unfunded mandates are an issue but not of a scale which meaningfully impacts the budget. The City 
of Cape Town needs to ensure that in future, responsibility for services is not transferred without 
concomitant funding; 
· Allocation of budget is done in accordance with legislation, and aspirations of the administration to 
act in the best interests of the people. This involves aligning the budget with the IDP, garnering public 
opinion, and of late, aligning funding in mitigating risks reflected on the corporate risk register. But a 
number of issues impede the City of Cape Town’s ability to do this: 
o The budget is always a compromise on competing demands, as evidenced in the IDP; 
o The product is complex, and the market is varied to the extreme; 
o There are inadequate drivers to inform choice or KPI’s to show success, and 
o Value-based decision making rarely happens – often driven by personal interest, expediency 
rather than value or efficiency. Individual opinion plays a part; 
· The budget is in fact finalised too late to have meaning full impact on the value derived – rather, the 
City of Cape Town’s budget is its response to its cost commitments. These commitments are to staff 
and assets; prior to anything else happening, these commitments have to be fulfilled. In terms of 
operational budget, Finance does not have much control over how the operational budget is allocated 
as it has to follow structural commitments; 
· Line departments should zero base budgets annually – but given the rigid organisational structural, 
even zero basing will result in fulfilling the same commitments that already exist; 
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· Property rates tax is set at what the City of Cape Town thinks its customers can afford, rather than 
what the actual costs are. This goes against what NT is trying to move towards that fair costs are 
paid in the present day, rather than for past excesses or future sins, and 
· The capacity to implement the budget needs to be considered before providing for additional funding. 
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4.3 SUB-PROBLEM 3: Decision making structures are not fully integrated 
 
4.3.1. Survey Data 
The survey aimed at establishing the perceived budget process and deadlines as experienced by the 
budget department and those mandated with adhering to these from a directorate viewpoint. Responses 
from the budget department and financial managers are presented in Table 4.3.1. 
 
Table 4.3.1: Monthly budget cycle milestones - Set 2 & Set 3 
 Month Set 2: Budgets Set 3: Financial Managers 
 July  Updating the financial planning model.  Current financial 
position, past performance and new budget cycle submitted 
to EMT and Budget Steering Committee for approval. 
  
 Ensure that actual expenditure and projected 
expenditure does not differ significantly and if so change 
the budget forecasts to align to expenditure during the 
adjustment budget  
 PCER, FMR and Operating expenditure reporting  
 Measure CF projections against actual expenditure 
every month  
 Closing off of old financial years transactions  
 August  Budget & IDP consultations with Directorates & sub councils   Prepare for adjustment budget to cater for possible old 
year’ roll-overs / commitments  
 September  Budget & IDP consultations with Directorates & sub councils   1st quarter report  
 October  Budget & IDP consultations with Directorates & sub councils   Portfolio Committee Reporting  and budget discussion 
 November  Presentations made to the relevant decision makers on 
consultation outcomes together with the financial impact on 
the affordability and sustainability of the city  
  
 December  The city’s financial plan inclusive of growth parameters are 
endorsed by Mayoral Committee members  
 Mid-term review / adjustment budget  
 January  Budget compilation   Mid-term review / adjustment budget  
 February  Budget policies presented to relevant committees   Tariff processes to be finalised  
 March  Budget tabled at Council   Public participation process  
 April  Public consultation on tabled budget and IDP   Public participation process  
 May 
  
 Budget adopted at Council  
  
 SCM closure for current budget year  
 Portfolio Committee Reporting  
 June 
  
 -  
  
 Close of FY by aligning budgets to actual expenditure  
 Asset verification to be completed  
 
The information provided by the Budget department aligns with that required to meet the legislative 
participation and approval deadlines. Finance Managers are involved in closing out the previous year, 
implementing the current year and planning for the future year and have indicated this in the survey. The 
budget process is on-going throughout each financial year, with varying amounts of effort and input 
required between corporate finance and line departments. Line management’s perception of the budget 
process appears to be aligned with that of the legislative process. 
 
The survey further aimed a number of questions to line management in an effort to determine whether 
the City of Cape Town functions as an integrated whole rather than in silo fashion. Various questions 
were aimed at Sets 1-4. Management tends to collaborate in the course of complying with for example 
the SDBIP at executive level. However, the scope of control is so broad that collaboration is vital at lower 
levels. It appears that there may be a lack of collaboration at operational level where integrated solutions 
can be crafted with potential for real increase in value. 
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Table 4.3.2: Opportunity to collaborate- sufficient time allowed 
Response group 
Response (%) 
N/A Unsure No Yes 
Human Capital 8.0 16.0 44.0 32.0 
Service Infrastructure 3.7 3.7 55.6 37.0 
Natural Capital 0.0 0.0 0.0 100.0 
Public Institutional Capital 9.7 9.7 29.0 51.6 
Mean 7.1 9.4 41.2 42.4 
 
The results reflected in Table 4.3.2 indicate a split vote in that the proportion of respondents who believe 
there to be enough time, and those who do not is virtually the same, while 9.4% are unsure whether 
sufficient time is allowed. The split opinion could be indicative of a lack of common understanding with 
respect to the benefit of collaboration – minimal interaction may well be sufficient for those who regard 
collaboration as unimportant. The ±50% of respondents who are unsure and who do not feel they have 
sufficient time, merits that time for collaboration is noted as an issue for inclusion in an improved model.  
 
Table 4.3.3: Impact of collaboration with other departments / directorates on the budget process   
Response group 
Response (%) Mean 
Score Unsure Does not Minor…………………………………………………Major 1 2 3 4 5 
Human Capital 8.3 16.7 12.5 29.2 20.8 12.5 0.0 2.00 
Service Infrastructure 8.0 0.0 0.0 20.0 40.0 24.0 8.0 3.22 
Natural Capital 0.0 0.0 0.0 0.0 50.0 50.0 0.0 3.50 
Public Institutional Capital 0.0 12.9 25.8 12.9 35.5 12.9 0.0 2.10 
Set 4 Total 4.9 9.8 13.4 19.5 32.9 17.1 2.4 2.44 
Set 3 0.0 0.0 28.6 0.0 42.9 28.6 0.0 2.71 
Mean 4.5 9.0 14.6 18.0 33.7 18.0 2.2 2.46 
 
The results on the opportunity to collaborate are varied as shown in Table 4.3.3, with the mean MS 
nearly midway between 2 and 3 and standard deviation of 1.29 indicating that the respondents believe it 
has an impact on budgeting under their control. Set 3, comprising Finance managers have more 
responsibility to collaborate formally through the Finance Managers Forum where all directorates are 
represented, indicated by a slightly higher MS, closer to 3. The frequency distribution indicates a central 
tendency; the 20% of respondents who scored this item 4 or 5 indicates that collaboration is seen to be 
an important aspect that may not be fully employed. 
 
Table 4.3.4: Impact on budget process of integrated solutions 
Response group 
Response (%) Mean 
Score Unsure Does not Minor…………………………………………………Major 1 2 3 4 5 
Human Capital 4.2 16.7 4.2 25.0 33.3 8.3 8.3 2.39 
Service Infrastructure 3.8 0.0 7.7 7.7 26.9 34.6 19.2 3.52 
Natural Capital 0.0 0.0 0.0 0.0 0.0 100.0 0.0 4.00 
Public Institutional Capital 9.7 9.7 16.1 6.5 38.7 12.9 6.5 2.54 
Set 4 Total 6.0 8.4 9.6 12.0 32.5 20.5 10.8 2.85 
Set 3 0.0 0.0 28.6 14.3 28.6 28.6 0.0 2.57 
Mean 5.6 7.8 11.1 12.2 32.2 21.1 10.0 2.82 
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The impact of integration is presented in Table 4.3.4. The question aimed at establishing whether the 
participants are driven to collaborate even if the environment does not encourage it organically. The 
mean MS of slightly below 3 indicates that there is some appetite to collaborate amongst those who 
responded and some acknowledgement that it plays a part in the budget process. The standard deviation 
of 1.41 indicates a broader spread of opinion than in the previous question. The score may be biased in 
that participants in the survey are by nature more motivated and driven to go beyond their normal scope 
of work in pursuit of better solutions. The attitude of having an appetite to find integrated solutions could 
be useful in determination of a more integrated model. 
 
Table 4.3.5: Collaboration & Integration – Sets 1 and 2 
Factor and Response group 
Responses 
Unsure No Yes 
Do different directorates and departments collaborate when prioritizing requests? 
Set 1 
  
1 
Set 2 1 
Does the City process provide sufficient opportunity to collaborate with other departments? 
Set 1 
  
1 
Set 2 1 
Is the organisational structure conducive to such collaboration? 
Set 1 
  
1 
Set 2 1  
Has there been a drive to find integrated solutions? 
Set 1 
  
1 
Set 2 1 
 
Do you have any suggestions on how to achieve this? (integrated solution) 
Set 1 Mechanisms are in place 
Set 2 Strategies should not be considered in silos but in collaboration with all directorates 
Set 3 Change the mind-sets of both officials and politicians and review planning and environmental legislation 
 
Proper integrated planning; independent review of work initiatives; stronger visionary leadership; more 
effective business support processes (finance, HR, Admin, IT, Audit) 
 
Yes, streamlining processes, sharing both knowledge and resources 
 
The opinion of the Finance directorate with regards to collaboration and integration is reflected in Table 
4.3.5.  Finance indicated that departments have opportunity to, and do collaborate.  The Budget 
department selected Unsure as response to the structural suitability of the organisation for collaboration. 
The CFO indicated that strategies are in place to ensure the necessary integration – this happens 
formally at executive level through EMT. Set 3 provided a number of suggestions to improve 
collaboration indicating that integrated solutions are perhaps not being achieved despite structural 
mechanisms to facilitate collaboration. 
 
4.3.2. Interview and Secondary Data 
 
The official process as included in the Budget report for the 2011/12 budget included the following 
milestones (City of Cape Town, 2011a: 58): 
July 2010: Presenting budget strategy and budget realities to administration including EMT and 
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BSC, consulting with sub-councils on budget process and providing opportunity for 
input from communities’ service needs; 
August 2010: Work-shopping of MTREF proposals with Portfolio Committees and administration 
following public participation process around the IDP; 
September 2010: Consideration of MTREF alternatives by BSC and EMT; 
October 2010: Consideration of MTREF alternatives by BSC and EMT; 
November 2010: Consideration of MTREF alternatives by BSC and EMT; 
December 2010: Submission of MTREF forecast to Mayco for endorsement; 
February 2011: Policies and Tariffs presented to BSC for approval, Draft budget tables at Council; 
March 2011: Public participation process allowing comment on draft budget, IDP and tariffs; 
April 2011: Public participation process resulting in comment on draft budget, IDP and tariffs 
submitted to BSC and Mayco for consideration; 
May 2011: Draft budget submitted to Council for approval, and 
June 2011: Budget adopted by Council. 
 
The major role players in the process include the Budget department, represented by the CFO and the 
Director: Budgets at various forums. The BSC and EMT have opportunity to consider, interrogate and 
influence the process at various stages. Political stakeholders are represented at Portfolio Committee, 
Mayco and Council, and also participate significantly during the IDP public participation process as this 
provides an opportunity to interact with their constituencies. 
 
An interview was conducted with one of the Directorate Finance Managers, to determine the roles and 
responsibilities in implementing the budget process and to identify if and where collaboration occurs. The 
milestones provide a map of requirements to successfully conclude the budget process. Over and above 
the budget process dates illustrated above, the flow of information can be described as follows: 
· As each ED is accountable for their Directorate’s vote, the instruction to take action on the budget or 
provide information is communicated to the ED’s office, by email; 
· Each ED has a Finance Manager, who coordinates the information on the ED’s behalf. The Finance 
Manager communicates all requirements to the Directors within the department by email, and 
through ad-hoc meetings, as required in a particular year; 
· Most Directors with notable budgets have a staff member or members specifically responsible for 
finance, who then collates and coordinates the budget process for the Department, and 
· In some instances, where Branches have large budgets, Managers have a staff member responsible 
for finance, which then collates and coordinates the budget process for the Branch. 
 
At each level of responsibility, the staff member has to coordinate the inputs for the unit, and ensure that 
the criteria are met before providing the information to the level above. Figure 4.3 indicates the structure 
as it pertains to the process. 
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Figure 4.3: Budget communication structure 
 
 
Finance Managers report administratively to the ED of the Directorate they serve, with a dotted reporting 
line to the CFO. Departmental finance members of staff report administratively to the departmental 
managers, with a dotted line to the Finance Manager. Communication within a directorate is free-flowing, 
and responsive to changing requirements. Communication between the Directorate and Finance is formal 
and generally in response to particular requests for information or regular submissions. 
 
The annual message that is communicated from Finance in budget preparation includes a growth 
parameter for the operational budget, which may vary between cost items, as well as a general indication 
of flexibility in growth. Individual Branches / Departments or Directorates could undertake zero-based 
budgeting annually, but given the number of line entries and that the business of the City of Cape Town 
stays largely the same from year to year, this does not happen in practice. Note that the CFO indicated 
this to be a line management responsibility, to zero-base budget, but the realisation is there that no one 
will do so unless they are instructed to as other priorities take precedence, and zero-basing may reduce 
the required budget. Rather than risk this, managers tend to over-estimate their budget requirements to 
provide some room for movement, as discretionary budgets have been largely eliminated over time. 
 
The base operating budget of each department has not significantly changed since the 7 administrations 
merged to form the City of Cape Town, in other words, large scale zero-based budgeting has not 
occurred.  An entire Department or Branch may be moved between Directorates or Departments, but will 
retain the same base budget. In the past, that is pre-2005, managers typically had discretion over their 
budgets, with a bulk allocated to repeated expenses; a portion was available to be decided on as the 
year progressed. In time, the discretionary portion has dwindled to zero, and in some cases, repeated 
over-expenditure occurs for example in fuel and security charges. Some departments, particularly those 
with large budgets, have managed to retain some discretionary budget, allocated on paper, but possible 
to move to other priorities. While it may serve the City of Cape Town’s interest better to centralize this 
fund to ensure allocation harnesses maximum value, once centralized, the budget would probably be 
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allocated to a specific need during the first year, so removing any flexibility, which may exist. The 
conundrum here is between centralizing to attain maximum value vs. decentralizing to allow control, 
flexibility and devolve responsibility lower down the line, which has the potential of being more beneficial 
to the community at large. 
 
A growth parameter is determined by Finance annually, based on requirements issued by NT in budget 
circulars, as well as issues around affordability. The base budget is then multiplied by the growth 
parameter to determine the base budget for the following year. While this is controlled at a Vote level, in 
general, departmental budgets are not interrogated centrally. Delegations inform how budget can be 
moved as various amounts result in different requirements.  
 
Mostly, the BSC indicates that no additional budget is available, and directorates are charged with 
improving efficiencies and managing their own business within their base budgets. If there is an 
anticipated shortfall, for example that the increase in rates and service charges will not cover the real 
inflationary increase, then mechanisms are put in place to cover the shortfall. The easiest mechanism is 
to delay the filling of posts, and to reduce the vacancy budget by the required amount. If a surplus exists, 
and the operating budget has some room for manoeuvre, directorates hotly contest the available budget. 
Directorates motivate their needs through their Portfolio Committees to Mayco. Profile of project and 
vehemence of Mayco councillor is said to directly impact on the final allocation. Compared to the overall 
budget, the deficits or surpluses described here are modest. 
 
Finance Managers are continuously occupied with reporting on financial matters. The current budget year 
is reported on monthly, which roughly occupies a week per month. Audit queries from the previous 
financial year occupy a fair, but varying amount of time, and the balance is taken up by supporting the 
directorate, and budgeting for the coming year. 
 
Another point raised by the Finance Manager was the discrepancy in discretion between rate and tariff 
funded departments. If the tariff-funded department sets a tariff, which is approved through the system, it 
can allocate the income to various streams, resulting in utility services acting independently to a degree. 
For example, there has been a distinct difference between the ages of fleet vehicles in utility services, 
notably Electricity, compared to the rest of the city. Furthermore, a new electricity headquarters is being 
constructed to centralize services that may result in an efficiency gain, and a new water headquarters is 
also in planning. The rate funded votes within the city will never be able to collect sufficient funds to 
enable it to plan and develop anything, but the most rudimentary of buildings. 
  
Information flow from Corporate Finance to the Finance Managers is well defined – instructions flow 
down, and information is returned. Some gains may be made in communicating more openly and 
providing space for input from Finance Managers, which would assist in providing a better-integrated 
solution. 
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Interview question: Is the organisational structure conducive to collaboration? 
CFO:  
Interview: The structure is such that collaboration is possible. From executive level, EMT meets 
weekly which provides a platform for continuous collaboration and integration in theory. 
Major projects and anything that may have a corporate impact should be discussed at 
EMT prior to execution e.g. IRT, refuse collection. However, the scope of operations in 
the City of Cape Town is so large that many significant expenditure items on the 
operational budget are not discussed at EMT.  
 
4.3.3. Summary 
 
· Structurally, the City of Cape Town has established the necessary committees to interact during the 
budget process; 
· The City of Cape Town ensures that budget reporting are submitted timeously and in the correct 
formats to NT; 
· The Budget Department drives the process. EMT provides strategic oversight. BSC interrogates 
competing priorities. Mayco debates. Council approves; 
· In the budget process itself, little scope for change exists. The BSC in fact only influences a small 
proportion of the overall budget – any capital amount not already committed through whatever 
external programme such as IRT or rollover from previous year; 
· Compliance with pre-determined external guidelines is onerous and provides little flexibility; 
· The interaction that occurs is not proper collaboration – rather administrative interaction in pursuit of 
compliance; 
· Finance staff have much flexibility within parameters, depending on the size of their budgets; 
· Balance of controls to prevent corruption while enabling efficient service delivery; 
· Budget experienced to be history plus parameter increase, which erodes any flexibility from year to 
year; 
· History plays far too big a part in allocation of budget rather than conscious consideration; 
· Line management blames Finance – Finance has little control other than overall, and following NT, 
and relies on Line to be efficient; 
· Centralising vs. decentralising provides flexibility but at the risk of being removed, and 
· Rate and tariff funded departments do not coexist harmoniously. Tariff funded departments have far 
more flexibility due to ring-fencing of service tariffs versus costs and can apply the flexibility to their 
own advantage without consideration of other priority needs in the rate-funded departments. 
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4.4 SUB-PROBLEM 4: The budget cycle is not conducive to value creation 
 
4.4.1. Survey Data 
 
A calendar year provides the financial reporting and spending limits which have to be adhered to. The 
strict controls related to the budget cycle driven by the financial year sometimes leads to ad-hoc budget 
applications, i.e. those falling outside the ordinary budget cycle where requests are made. The existence 
of such requests and the possibility of approval could provide a parallel between how budget decisions 
are generally made, although referring exclusively to ad-hoc requests. An example of such an ad-hoc 
request is replacement of a generator to provide emergency power to the civic centre during power-
outages. While this request should have followed the standard process to obtain capital funding, it was 
not seen as a priority until load-shedding became commonplace. Note that earlier attempts to obtain 
funding for replacement in the usual budget cycle were unsuccessful. 
 
Operating within a budget cycle of 12 months demands that planning of new requests happen in parallel 
with reporting on the previous year, and spending in the current year. On balance, planning new 
expenditure is overtly less demanding than reporting for compliance or implementing projects and may 
thus generate less emphasis than would be ideal. 
 
The question was thus posed to Sets 1-3 on the influence of certain factors on ad-hoc requests in being 
successfully approved. In order of influence, the factors achieved mean scores as follows: 
1) Emergency  4.50  (SD 0.86) 
2) Perceived benefit 4.10 (SD 1.09) 
3) Quantum  4.00 (SD 1.22) 
4) Timing   3.85 (SD 1.20) 
5) Political Interest  2.90 (SD 1.18) 
 
Table 4.4.1: Influence on ad-hoc budget application: Emergency 
Response group 
Response (%) Mean 
Score Unsure Does not Minor…………………………………………………Major 1 2 3 4 5 
Set 1 0.0 0.0 0.0 0.0 0.0 0.0 100.0 5.00 
Set 2 0.0 0.0 0.0 0.0 0.0 0.0 100.0 5.00 
Set 3 14.3 0.0 0.0 14.3 28.6 42.9 0.0 3.33 
Mean 4.8 0.0 0.0 4.8 9.5 14.3 66.7 4.50 
 
Emergency requests include those that impact directly on protecting life or property. The xenophobia 
outbreak in 2009 is an example of emergency where the City of Cape Town allocated budget where 
required to protect human life. The influence of emergency as motivation in ad-hoc budget requests is 
reflected in Table 4.4.1. Emergency scored the highest overall with a mean MS of midway between 4 and 
5 and standard deviation of 0.86 indicating a close correlation in the response. The score of 5 by both the 
CFO and Budget department is indicative that emergency expenditure is approved as long as it is 
affordable.  
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Table 4.4.2: Influence on ad-hoc budget application: Perceived Benefit 
Response group 
Response (%) Mean 
Score Unsure Does not Minor…………………………………………………Major 1 2 3 4 5 
Set 1 0.0 0.0 0.0 0.0 0.0 0.0 100.0 5.00 
Set 2 0.0 0.0 0.0 0.0 0.0 100.0 0.0 4.00 
Set 3 14.3 0.0 14.3 14.3 28.6 0.0 28.6 3.17 
Mean 4.8 0.0 4.8 4.8 9.5 33.3 42.9 4.10 
 
The influence of the perceived benefit is presented in Table 4.4.2. Perceived benefit refers to the value 
accrued to the City of Cape Town, for example purchasing items prior to a large price increase which has 
a quantifiable positive impact on the City of Cape Town’s financial position. The standard deviation is 
1.09 and the MS second highest at above 4. Financially, any expenditure, which is both affordable and 
within parameters of legislation, and will lead to financial savings, will be undertaken. 
 
Table 4.4.3: Influence on ad-hoc budget application: Size of request 
Response group 
Response (%) Mean 
Score Unsure Does not Minor…………………………………………………Major 1 2 3 4 5 
Set 1 0.0 0.0 0.0 0.0 0.0 0.0 100.0 5.00 
Set 2 0.0 0.0 0.0 0.0 0.0 100.0 0.0 4.00 
Set 3 14.3 14.3 0.0 14.3 28.6 14.3 14.3 2.83 
Mean 4.8 4.8 0.0 4.8 9.5 38.1 38.1 4.00 
 
The size of the budget request is critical to whether it finds favour as indicated in Table 4.4.3. Even if all 
possible conditions are met but the City of Cape Town simply cannot find sufficient funds to cover it, the 
request will not be approved. In contrast, requests for fairly modest amounts, which match funds that are 
or have become available for whatever reason, may be approved with relative ease. Quantum ranked 
third in importance, with a standard deviation of 1.22 and a MS of 4.00.  
 
Table 4.4.4: Influence on ad-hoc budget application: Timing 
Response group 
Response (%) Mean 
Score Unsure Does not Minor…………………………………………………Major 1 2 3 4 5 
Set 1 0.0 0.0 0.0 0.0 0.0 0.0 100.0 5.00 
Set 2 0.0 0.0 0.0 0.0 0.0 100.0 0.0 4.00 
Set 3 14.3 0.0 14.3 42.9 14.3 14.3 0.0 2.33 
Mean 4.8 0.0 4.8 14.3 4.8 38.1 33.3 3.85 
 
The perceived influence that timing has on the success of an ad-hoc request is shown in Table 4.4.4. 
Timing has the potential to play a significant part in ad-hoc requests: one possibility is absorbing slippage 
on expenditure on another item, where the potential exists to transfer budget during the adjustments 
budget. Ad-hoc requests are also unlikely to be measured against all competing demands, and may be 
assessed and thus approved simply on the merits of the request. A MS close to 4 and standard deviation 
of 1.20 indicates that timing plays a significant role in ad-hoc requests. At the start of the budget year, 
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there is little scope for adjustment or reallocation. Around the time of the adjustments budget and towards 
the end of the financial year, slippage is more apparent and thus reallocation more expedient.  
 
Table 4.4.5: Influence on ad-hoc budget application: Political Interest 
Response group 
Response (%) Mean 
Score Unsure Does not Minor…………………………………………………Major 1 2 3 4 5 
Set 1 0.0 0.0 0.0 100.0 0.0 0.0 0.0 2.00 
Set 2 0.0 0.0 0.0 0.0 100.0 0.0 0.0 3.00 
Set 3 14.3 0.0 14.3 14.3 0.0 0.0 57.1 3.83 
Mean 4.8 0.0 4.8 38.1 33.3 0.0 19.0 2.90 
 
Political interest refers to projects motivated politically. The perceived impact that political interest has on 
budget requests is shown in Table 4.4.5. From the difference in response between Finance including the 
CFO as Set 1 and Budgets department as Set 2 and Set 3, it appears that line management perceive 
political interest to be of greater importance than do Finance. At a MS of 3.83 for Set 3, this is the highest 
score of that set for this group of questions, while it is the lowest for both the CFO and Budgets. This 
could be indicative of the difference in perception between Finance and line management, which reflects 
possible lack of integration and understanding of the budgeting process of line management. The 
standard deviation of 1.18 and MS below 3 places Political interest at a relatively lower importance than 
the other factors. 
 
Legislation and control processes drive the workflow cycle at the City of Cape Town. The extent that 
timing plays in budget processes in the view of line management was tested in the following questions. 
For example, the financial year-end can influence how budget is spent on a contract where goods can be 
received within the constraints of the year-end process while construction of infrastructure may not be 
possible within the time frame, although it may be of greater benefit. While budget is not physically ‘lost’ if 
not spent, the perception within operational management is that an opportunity is lost resulting in, for 
example: 
· Funds not being spent within their cost centres potentially being allocated elsewhere; 
· Their target of spending 100% budget is not met, and 
· Having to re-motivate expenditure for the same item in another period. 
 
Table 4.4.6: Impact of legislative priorities on identification of budget priorities 
Response group 
Response (%) Mean 
Score Unsure Does not Minor…………………………………………………Major 1 2 3 4 5 
Human Capital 12.5 16.7 8.3 8.3 37.5 4.2 12.5 2.48 
Service Infrastructure 7.7 0.0 3.8 11.5 26.9 30.8 19.2 3.54 
Natural Capital 0.0 0.0 0.0 0.0 50.0 50.0 0.0 3.50 
Public Institutional Capital 0.0 12.9 3.2 6.5 29.0 32.3 16.1 3.13 
Set 4 Total 6.0 9.6 4.8 8.4 31.3 24.1 15.7 3.09 
Set 3 0.0 0.0 14.3 0.0 57.1 14.3 14.3 3.14 
Mean 5.6 8.9 5.6 7.8 33.3 23.3 15.6 3.10 
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Table 4.4.6 presents the perceived impact of legislative priorities. The mean MS of above 3 is indicative 
that respondents recognise that legislative priorities drive decisions around identifying budget priorities. 
The category MSs are fairly closely aligned with a SD of 1.44. Service infrastructure indicated the highest 
MS at 3.54. Tender processes are very sensitive to legislative timing, which may explain the score given 
that Utility Services issues a vast range of large tenders. 
 
Table 4.4.7: Impact of SDBIP on budget decisions 
Response group 
Response (%) 
N/A Unsure No Yes 
Human Capital 8.0 12.0 20.0 60.0 
Service Infrastructure 0.0 7.7 30.8 61.5 
Natural Capital 0.0 0.0 50.0 50.0 
Public Institutional Capital 9.7 6.5 22.6 61.3 
Set 4 Mean 6.0 8.3 25.0 60.7 
 
The impact of the SDBIP on budget decisions was interrogated and results are reflected in Table 4.4.7. 
As the SDBIP is the principle performance measure in the City of Cape Town, it is reasonable that it 
would impact on budget decisions. One of the most easily measured subjective indicators that cascades 
throughout the City of Cape Town’s SDBIP, is performance on budget expenditure. While this measure 
can be somewhat perverse as it discourages savings, it is held in some regard politically, as it provides 
an easy target for affecting public perception. Traditionally, authorities who achieve close to 100% budget 
spend have been thought of as successfully implementing their mandate. 60.7% of respondents indicated 
that SDBIP influence budget decisions, while 25% indicated that it does not. 8.3% were unsure.  
 
Table 4.4.8: SDBIP as measure of success of the City of Cape Town 
Response group 
Response (%) Mean 
Score Unsure Does not Minor…………………………………………………Major 1 2 3 4 5 
Human Capital 4.3 4.3 13.0 8.7 21.7 39.1 8.7 3.09 
Service Infrastructure 16.7 4.2 8.3 12.5 20.8 16.7 20.8 3.20 
Natural Capital 0.0 0.0 0.0 50.0 50.0 0.0 0.0 2.50 
Public Institutional Capital 13.3 3.3 3.3 6.7 26.7 33.3 13.3 3.42 
Mean 11.4 3.8 7.6 10.1 24.1 29.1 13.9 3.23 
 
Related to the previous question, respondents were asked their opinions on the relevance of the SDBIP 
as a measure for the overall success of the City of Cape Town, presented in Table 4.4.8. The SDBIP was 
introduced to provide a performance measure aligned to the IDP, which is in turn aligned to the budget. 
The City of Cape Town has an overall SDBIP that is approved by Council, and as such provides a 
mechanism to measure the City of Cape Town’s success against agreed targets. The SDBIP is revised 
annually to reflect changing priorities for the City of Cape Town and each of the Executive Directors. The 
SDBIP rolls down to Director level, so it is possible that reporting level 4 down would not have 
understood the significance of SDBIP in budget allocation. The MS provided by Set 4 was above 3 at a 
fairly closely correlated SD of 1.32. 
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4.4.2. Interview and Secondary Data 
 
CFO Interview question: How do you evaluate competing priorities? 
Survey: Cost / Benefit – Financial sphere only 
Interview:  Cost / benefit is evaluated for all expenditure, but only from a financial viewpoint. 
Population growth, demographics, political pressure, e.g. the new libraries are generally 
funded by donor funds rather than standard expenditure items. Filtering and prioritisation 
mechanisms are built-in to the system through the approval process which documents 
follow to reach any decision making body. New projects become issues in the capital 
budget – donor funded projects excluded as the department who is connected to the 
donor agency generally deals with these individually. Operational implications are not 
always considered by Council. In theory council recognises this, but there’s a lag 
between building a library e.g. and employing the staff. The legal framework understands 
there is an operational cost, but it isn’t part of the process. This is similar to the process 
of City of Cape Town bursaries; these used to be catered for through super-numery 
posts, but this is no longer the case, and individual departments now have to ensure that 
they have funded vacancies available in order to provide employment for bursary 
students. It could be possible to earmark funds for future costs in the process through the 
Finance directorate, but this isn’t currently the case. In the City of Cape Town 
environment, a fair amount of ‘horse trading’ is involved in the budgeting process, where 
not all participants are well versed on the budget process.  
 
CFO Interview question: How much is budget-spend tracked for performance management? 
Survey: The budget is tracked and reported on monthly and quarterly 
Interview: Performance management should play a part although it tracks and measures budget 
spend rather than value. The effectiveness is perhaps questionable. The adjustment 
budget provides an opportunity to change targets to compensate for unforeseen events, 
which may impact on performance.  
 
CFO Interview question: How do you evaluate projects outside the standard budgeting process? 
Survey: All projects go through the budget process 
Interview: Only council can approve budgets; during recess the mayor can, for emergencies and 
so, through Section 29 of the MFMA – if payment is not on the budget, and no council 
meeting planned, then the mayor can approve payment even without budget provision, 
but at next council meeting, the adjustments budget has to be condoned by council for 
payment. 
 
Director: SCM Interview:  How does SCM legislation impact on the budget process and 
implementation of approved budget? 
Interview response: 
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Fundamentally, the City of Cape Town is trying to do right thing, but the complexity of the Preferential 
Procurement act and SCM regulations makes operating very difficult even with the best of intentions. 
Many areas in regulations are nearly impossible to abide by for example in SCM regulations §44 and 45 
requires that one cannot award to individuals in the employment of state. The City of Cape Town 
undertakes due diligence to the best of their capacity based on information which it has access to, and 
makes the award. Only for the Attorney General to find that shareholders of service providers are in fact 
in the employ of the state, leading to audit queries.  
 
NT instituted reporting requirements that apply to all municipalities, without regard of size and scale of a 
metropolitan municipality in comparison to a small municipality. The number of transactions generated 
results in an enormous administrative load.  
 
Significant progress has occurred in the SCM process, although it is still a lengthy process. All projects 
with value in excess of R200 000 have to be formally tendered. This applies to all municipalities. In 
implementing the budget, the number of tenders managed since the SCM process has been tracked is 
shown in Figure 4.4. 
 
Figure 4.4: Tenders issued between 2005 and 2012 
 
The number of tenders peaked prior to the 2010 SWC, and declined to 477 in the 2011/12 financial year. 
The difference between Advertised and Awarded tenders are due to tenders being cancelled – this can 
be due to a number of reasons including lack of response to tenders, change in circumstances, or having 
insufficient budget to cover costs. The difference between tenders advertised and awarded are 
significantly higher for the 2011/12 year since tender adjudication was still in process at the end of July 
2012 for many of the tenders advertised during the financial year.  
 
For projects with a value below R200 000, Requests for Quotations (RFQs) are issued. For values above 
R2 000, the RFQ is advertised on the City of Cape Town’s website for all vendors to participate. The 
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seasonal variation in RFQ’s is shown in Figure 4.5. On average, 9.75 responses are received for each 
request advertised. The process is less arduous than for tenders, but nonetheless requires adjudication. 
Seasonality impacts in that fewer tenders are issued over December and January than shortly after the 
start of the financial year as evident in Figure 4.5. 
 
Figure 4.5: Seasonal variation in RFQ‘s issued 
 
 
There are 16 574 vendors active on the supplier database, 29 627 in total, but the remainder not 
compliant with requirements. 
 
Monthly, approximately 20 000 orders are raised at a value close to a billion rand - varying between 
R790m-R900m of value per month. An Order is an instruction for a service provider to do work. This 
results in ±240 000 orders per year, at an average value of R45 000. However, the amount varies a great 
deal.  
 
Legislation requires that municipalities plan, have a policy and procedures, and a City of Cape Town 
procurement plan to ensure implementation is possible. The City of Cape Town has made significant 
progress in establishing a demand plan although the resources required to meet the plan are not 
necessarily available yet.  The City of Cape Town should ideally have contracts in place with good 
vendors to get value for money. Legislative requirements resulted in more capacity was required – NT 
made a grant available for municipalities to increase capacity which was used to establish the SCM 
department in the City of Cape Town.  
 
Some SCM problems related to budgets which have been identified and not yet addressed include: 
· Bulk votes in Utility services provide for example, an amount for road repairs, but not allocated to 
specific areas. This means that service provision cannot be anticipated, or reported on, and may not 
be equitable in its distribution. Other projects may be turned down by nature of their location, while 
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Roads then has the capacity to determine where budget is spent without it being considered 
elsewhere; 
· The City of Cape Town doesn’t communicate well in telling residents what future infrastructure plans 
there are;  
· Capacity to procure is not aligned with the service implementation targets: 
o Line management has historically no planned very well, and 
o Lack of available skills to put proper tender specification together which results in delays; 
· Actual tender timeline – legislation: advertising, appeal both 21 days. Tenders above R5m require an 
additional 2 weeks for due diligence; 
· Procurement is a lengthy process required for all work above R200 000. The threshold has not been 
increased since established in 2005; it would make a significant impact in efficiency if the threshold 
was increased; 
· Drive to spend capital budget although it required too many tenders – inefficiency to try to comply, 
and if one doesn’t comply there may be political fall-out, and 
· The City of Cape Town does not necessarily have the capacity to spend the budget at the time of 
approval, but that has not played a part in what is approved. 
 
Processes related to supply chain management result in lengthy procurement periods without necessarily 
enhancing value-driven outcomes. Within preferential procurement principles, SCM reform may be 
required to unlock the current obstacles. An example would be for NT to provide consistency across 
metropolitan municipalities in a centralized policy, which will provide the market with consistent 
information and process thus creating space for improved responses, and potentially reduced legal 
interventions. 
 
4.4.3. Summary 
 
· Ad-hoc requests are likely to find favour in the following order of preference: emergency, perceived 
benefit, quantum, timing and political interest; 
· From the Finance directorate, the top 4 all score high with MSs close to 4, while political interest is 
not a potent motivator; 
· Impact of legislative priorities is recognised by respondents to play a significant role in how they 
make budget decisions – as opposed to value informing decisions; 
· The SDBIP is recognised as influencing budget decisions with only a quarter of respondents 
indicating that it does not have an impact; 
· Respondents further indicated that SDBIP is a good indicator of the overall success that the city 
achieves; 
· Finance evaluates cost / benefit of expenditure only in financial terms. The budget process involves 
some horse-trading on an unequal playing field; 
· Performance management tracks budget spend rather than value realised; 
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· All projects go through a budget process, either formal or ad-hoc which is provided for in legislation 
and policy; 
· The administrative burden resulting from regulation has an impact on the city’s efficiency; 
· Good intentions generally prevail but are not always realised; 
· All municipalities in RSA are subject to the same rules and thresholds, resulting in administrative 
overload in a metropolitan municipality; 
· The City of Cape Town’s processes have improved over time but is not yet at a point where line 
management can fully plan their operations in concert with SCM and the rest of the City of Cape 
Town’s services; 
· The MFMA is more onerous than the PFMA, further confusing the market in that various organs of 
state have different rules and regulations in their procurement processes; 
· Legislative changes provide challenges to efficiency but are eventually integrated, and 
· The City of Cape Town’s capacity to deliver on projects is not always taken into consideration when 
determining the budget – both in line management capacity and the SCM process. 
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4.5 SUB-PROBLEM 5: Economic impact is difficult to assess and not considered in 
decision making 
 
4.5.1. Survey Data 
 
The questions posed to Set 4 originated in part from the responses of Set 1-3 with respect to how ad-hoc 
budget requests are dealt with, with additional factors added to the original ones in light of the responses. 
The perceptions of Set 4 respondents are an indicator of the understanding of how effective various 
measures are in budget requests as it is considered that these are the measures that may find empathy 
when making such requests.  
 
The survey was aimed at determining the understanding of how budget decisions are made, rated on a 
scale between 0 and 5.  In order of impact rating, the following MSs were calculated: 
1) Emergency    3.73 (SD 1.15) 
2) IDP Priorities    3.61 (SD 1.29) 
3) Affordability    3.59 (SD 1.28) 
4) Sustainability    3.50 (SD 1.26) 
5) Prior commitments   3.49 (SD 1.32) 
6) Political support    3.28 (SD 1.37) 
7) Asset protection    3.17 (SD 1.23) 
8) Community need   3.06 (SD 1.37) 
9) Historical allocation   2.90 (SD 1.43) 
10) Urban design and spatial planning 2.90 (SD 1.41) 
11) Marketing value    2.89 (SD 1.25) 
12) Return on Investment Calculations 2.81 (SD 1.43) 
13) Public profile    2.77 (SD 1.22) 
 
The span of MSs fall within one point (0.96) displaying a central tendency in the general response. The 
group of questions related to this sub problem in the Set 4 survey are aimed at determining what 
importance line management ascribes to various aspects considered in budget decision making, in light 
of evaluating the City of Cape Town’s success. In order of maximum MS, the aspects are as follows: 
 
Table 4.5.1: Influence of factors in Budget Allocation: Emergency 
Response group 
Response (%) Mean 
Score Unsure Does not Minor…………………………………………………Major 1 2 3 4 5 
Human Capital 8.3 4.2 0.0 4.2 12.5 29.2 41.7 4.05 
Service Infrastructure 7.7 3.8 0.0 7.7 38.5 34.6 7.7 3.33 
Natural Capital 0.0 0.0 0.0 0.0 0.0 50.0 50.0 4.50 
Public Institutional Capital 0.0 0.0 3.2 9.7 25.8 29.0 32.3 3.77 
Mean 4.8 2.4 1.2 7.2 25.3 31.3 27.7 3.73 
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Table 4.5.1 indicates that emergency intervention is perceived to play the most important role in the 
chances of success of budget application. Budget allocation for reason of emergency achieved the 
highest mean MS approaching 4. The number of ‘unsure’ responses was low at 4.8%, with only 2.4% 
indicating that emergency does not impact on budget allocation. 
 
Table 4.5.2: Role of factors in budget process: IDP Priorities 
Response group 
Response (%) Mean 
Score Unsure Does not Minor…………………………………………………Major 1 2 3 4 5 
Human Capital 4.2 8.3 0.0 4.2 25.0 33.3 25.0 3.57 
Service Infrastructure 11.5 3.8 3.8 11.5 30.8 23.1 15.4 3.26 
Natural Capital 0.0 0.0 0.0 0.0 0.0 50.0 50.0 4.50 
Public Institutional Capital 9.7 0.0 3.2 16.1 3.2 35.5 32.3 3.86 
Mean 8.4 3.6 2.4 10.8 18.1 31.3 25.3 3.61 
 
IDP priorities are recognized for being drivers in allocating budget, and can be a powerful motivator in 
budget approval. Response to this factor is presented in Table 4.5.2 The IDP follows a rigorous process 
of development for the period of the active administration, and is reviewed annually including a public 
participation component. This achieved a mean MS of 3.61, indicating recognition of its importance from 
respondents. The importance of the IDP is emphasized by its prominence on all report templates – thus 
for any project which has cost implications, the relation to the IDP is structurally covered through the 
report template requirements. 
 
Table 4.5.3: Role of factors in budget process: Affordability 
Response group 
Response (%) Mean 
Score Unsure Does not Minor…………………………………………………Major 1 2 3 4 5 
Human Capital 0.0 4.2 4.2 4.2 12.5 33.3 41.7 3.92 
Service Infrastructure 3.8 0.0 11.5 7.7 23.1 34.6 19.2 3.44 
Natural Capital 0.0 0.0 0.0 0.0 0.0 0.0 100.0 5.00 
Public Institutional Capital 6.5 0.0 6.5 19.4 19.4 32.3 16.1 3.34 
Mean 3.6 1.2 7.2 10.8 18.1 32.5 26.5 3.59 
 
The impact of affordability on its influence in budget requests is reflected in Table 4.5.3. Understanding 
that what is affordable to the City of Cape Town plays an important role, as indicated in the mean MS of 
3.59 and further supported by a very low ‘unsure’ proportion of 3.6%. With experience, officials can 
assess where to look for additional funding at certain times of the year. It is not uncommon to receive 
calls from other departments enquiring re slippage, as pre-emptive step to under spending in which case 
budget is simply not used. This relates to the horse-trading mentioned by the CFO. 
 
Table 4.5.4: Role of factors in budget process: Sustainability 
Response group 
Response (%) Mean 
Score Unsure Does not Minor…………………………………………………Major 1 2 3 4 5 
Human Capital 0.0 4.2 12.5 0.0 16.7 33.3 33.3 3.63 
Service Infrastructure 7.7 3.8 0.0 7.7 42.3 26.9 11.5 3.33 
Natural Capital 0.0 0.0 0.0 50.0 0.0 0.0 50.0 3.50 
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Response group 
Response (%) Mean 
Score Unsure Does not Minor…………………………………………………Major 1 2 3 4 5 
Public Institutional Capital 9.7 0.0 6.5 12.9 16.1 35.5 19.4 3.54 
Mean 6.0 2.4 6.0 8.4 24.1 31.3 21.7 3.50 
 
Sustainability in this instance refers to sustainability of the project rather than environmental 
sustainability, with results presented in Table 4.5.4. For example, investing in a radio communication 
system that requires expensive maintenance and regular upgrades may not be sustainable within the 
City of Cape Town’s expenditure priorities, even if capital was available, the project would best not be 
undertaken. The respondents indicated a mean MS of 3.50 for the importance of this factor, which 
reflects a general understanding and acceptance that sustainability is important. 
 
Table 4.5.5: Role of factors in budget process: Prior commitments 
Response group 
Response (%) Mean 
Score Unsure Does not Minor…………………………………………………Major 1 2 3 4 5 
Human Capital 0.0 4.2 0.0 16.7 25.0 29.2 25.0 3.50 
Service Infrastructure 16.7 4.2 8.3 12.5 20.8 16.7 20.8 3.20 
Natural Capital 0.0 0.0 0.0 0.0 0.0 50.0 50.0 4.50 
Public Institutional Capital 9.7 3.2 3.2 3.2 32.3 22.6 25.8 3.61 
Mean 8.6 3.7 3.7 9.9 25.9 23.5 24.7 3.49 
 
The perceived importance of prior commitments in budget decisions is presented in Table 4.5.5. There 
appears to be broad understanding of the necessity of allocating budget to complete prior commitments 
with a mean MS of 3.49. The City of Cape Town has a responsibility to provide for prior commitments 
before undertaking any other expenditure. This applies to contracts, where commitment to pay over a 
certain period is made at the time of signature. It also applies to the overall prior commitment of running 
the City of Cape Town, including all staff, and costs of owning assets that accounts for the bulk of the 
City of Cape Town’s budget. 
 
Table 4.5.6: Influence of factors in Budget Allocation: Political Support 
Response group 
Response (%) Mean 
Score Unsure Does not Minor…………………………………………………Major 1 2 3 4 5 
Human Capital 12.5 12.5 4.2 8.3 20.8 29.2 12.5 3.00 
Service Infrastructure 19.2 3.8 7.7 7.7 34.6 23.1 3.8 2.95 
Natural Capital 0.0 0.0 0.0 0.0 50.0 50.0 0.0 3.50 
Public Institutional Capital 3.2 3.2 3.2 9.7 12.9 41.9 25.8 3.70 
Mean 10.8 6.0 4.8 8.4 22.9 32.5 14.5 3.28 
 
Political support refers to projects that are prioritized by the political leadership to use in election 
campaigns as example. The perception of influence on budget decisions is reflected in Table 4.5.6. 
10.8% of respondents were unsure, while the mean MS was 3.28, indicating that the respondents believe 
that political support plays a significant role in budget allocation. This is in contrast to the MS allocated by 
Sets 1-3 in the allocation of ad-hoc budgets, at 2.90. 
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Table 4.5.7: Influence of factors in Budget Allocation: Asset Protection 
Response group 
Response (%) 
Mean 
Score Unsure Does not Minor…………………………………………………Major 
1 2 3 4 5 
Human Capital 0.0 4.2 8.3 12.5 25.0 25.0 25.0 3.33 
Service Infrastructure 7.7 7.7 0.0 23.1 42.3 11.5 7.7 2.79 
Natural Capital 0.0 0.0 0.0 0.0 50.0 0.0 50.0 4.00 
Public Institutional Capital 0.0 0.0 6.5 12.9 35.5 35.5 9.7 3.29 
Mean 2.4 3.6 4.8 15.7 34.9 24.1 14.5 3.17 
 
Table 4.5.7 reflects the response to the importance of asset protection in the allocation of budget. 
Protection of existing assets is a priority from a financial viewpoint, as maintenance and continuous use 
of assets will always be more cost effective than replacing assets. The mean MS of 3.17 indicates that 
the respondents agree that asset protection plays a meaningful role in the allocation of budget. Service 
Infrastructure respondents scored this significantly lower than the rest at 2.79, which is surprising, 
although tempered by the fact that they indicated lower scores on virtually all the factors considered in 
this question. 
 
Table 4.5.8: Influence of factors in Budget Allocation: Community Need 
Response group 
Response (%) Mean 
Score Unsure Does not Minor…………………………………………………Major 1 2 3 4 5 
Human Capital 0.0 8.3 0.0 4.2 8.3 75.0 4.2 3.54 
Service Infrastructure 3.8 11.5 23.1 19.2 34.6 3.8 3.8 2.08 
Natural Capital 0.0 0.0 0.0 0.0 0.0 50.0 50.0 4.50 
Public Institutional Capital 0.0 3.3 0.0 16.7 30.0 33.3 16.7 3.40 
Mean 1.2 7.3 7.3 13.4 24.4 36.6 9.8 3.06 
 
Community need is a major driver for municipal spending, and is reflected in the mean MS of just over 3 
as shown in Table 4.5.8. The Service Infrastructure score reduces the mean-score – this is indicative of 
infrastructure, which works as a system rather than for individuals or even communities as part of a 
regional reticulation. Although not that far removed from the top scored factor for this question, the 
ranking of 8th indicates that respondents hold this as a relatively less important aspect. 
 
Table 4.5.9: Influence of factors in Budget Allocation: Historical Allocation 
Response group 
Response (%) Mean 
Score Unsure Does not Minor…………………………………………………Major 1 2 3 4 5 
Human Capital 4.3 13.0 21.7 4.3 30.4 26.1 0.0 2.36 
Service Infrastructure 11.5 0.0 7.7 15.4 30.8 23.1 11.5 3.17 
Natural Capital 0.0 0.0 0.0 0.0 50.0 0.0 50.0 4.00 
Public Institutional Capital 3.2 3.2 22.6 6.5 19.4 29.0 16.1 3.00 
Mean 6.1 4.9 17.1 8.5 26.8 25.6 11.0 2.90 
 
Table 4.5.9 reflects the response to the importance of historical allocation in budget decisions. Historical 
allocation is reflected as having a lower than medium impact, with a mean MS of just below 3. Historical 
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allocation refers to the budget process generally increasing the gap in budgets between departments. For 
example, a budget of R1m will increase by R100k at a 10% increase, while a budget of R10m will 
increase by R1m, thus increasing the gap even if the proportions remain the same. The flexibility of those 
with large budgets tends to continue increasing, particularly in relation to those with smaller budgets. The 
distribution under Public Institutional Capital varies greatly which may indicate either a poor 
understanding of the question or a genuine disparity in opinion. A disparity of opinion is likely given that 
those who benefit from historical allocation are unlikely to admit to it while those who don’t would 
recognize the impact such a historical allocation has on their chances of increasing their own allocation. 
 
Table 4.5.10: Influence of factors in Budget Allocation: Urban Design and Spatial Planning 
Response group 
Response (%) 
Mean 
Score Unsure Does not Minor…………………………………………………Major 
1 2 3 4 5 
Human Capital 33.3 8.3 4.2 20.8 12.5 12.5 8.3 2.63 
Service Infrastructure 7.7 3.8 0.0 7.7 38.5 34.6 7.7 3.33 
Natural Capital 0.0 0.0 0.0 0.0 50.0 0.0 50.0 4.00 
Public Institutional Capital 20.0 10.0 10.0 13.3 16.7 26.7 3.3 2.63 
Set 4 Total 19.5 7.3 4.9 13.4 23.2 24.4 7.3 2.92 
Set 3 28.6 14.3 28.6 0.0 0.0 14.3 14.3 2.20 
Mean 19.9 7.6 5.8 12.9 22.2 24.0 7.6 2.90 
 
Spatial planning informs where money is spent geographically. The impact was interrogated on Set 3 as 
well as Set 4 respondents with results reflected in Table 4.5.10. It is particularly important in infrastructure 
design and development, planning for growth, and in redistribution of adequate quality of services. Nearly 
20% of respondents were unsure of the influence of this factor. Compared to other factors, urban design 
and spatial planning achieved a relatively low mean MS of 2.90 indicating a realization that this factor is 
of some importance in allocating budget, though in 10th position out of 13. 
 
Table 4.5.11: Influence of factors in Budget Allocation: Marketing value 
Response group 
Response (%) 
Mean 
Score Unsure Does not Minor…………………………………………………Major 
1 2 3 4 5 
Human Capital 29.2 8.3 4.2 16.7 29.2 8.3 4.2 2.53 
Service Infrastructure 7.7 3.8 0.0 7.7 38.5 34.6 7.7 3.33 
Natural Capital 0.0 0.0 0.0 50.0 0.0 0.0 50.0 3.50 
Public Institutional Capital 9.7 3.2 12.9 19.4 38.7 6.5 9.7 2.68 
Mean 14.5 4.8 6.0 15.7 34.9 15.7 8.4 2.89 
 
Table 4.5.11 reflects the response to the importance of marketing value in budget decisions. Marketing 
value achieved a MS of 2.89, with a high proportion of 14.5% unsure of the influence of marketing value 
on budget allocation. Municipal officials may be less concerned with marketing value than the political 
leadership. 
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Table 4.5.12: Influence of factors in Budget Allocation: Return on Investment Calculations 
Response group 
Response (%) 
Mean 
Score Unsure Does not 
Minor…………………………………………………Major 
1 2 3 4 5 
Human Capital 33.3 8.3 4.2 20.8 8.3 12.5 12.5 2.75 
Service Infrastructure 7.7 3.8 0.0 7.7 38.5 34.6 7.7 3.33 
Natural Capital 0.0 0.0 0.0 50.0 0.0 0.0 50.0 3.50 
Public Institutional Capital 13.3 10.0 16.7 16.7 26.7 10.0 6.7 2.35 
Set 4 Total 17.1 7.3 7.3 15.9 24.4 18.3 9.8 2.82 
Set 3 28.6 14.3 0.0 28.6 0.0 28.6 0.0 2.40 
Mean 17.5 7.6 7.0 16.4 23.4 18.7 9.4 2.81 
 
The question on the impact and use of return on investment was posed to Set 3 as well as Set 4, with 
results reflected in Table 4.5.12. Return on Investment is not used by all departments in motivating 
budget, but a number have latched on to this mechanism including it in their motivation, which appears to 
have an effect on decision makers. The score is widely spread, with a mean MS of 2.81 while 17.5% of 
respondents were unsure. Overall, it rates at 12th out of 13 factors. 
 
Table 4.5.13: Influence of factors in Budget Allocation: Public Profile 
Response group 
Response (%) 
Mean 
Score Unsure Does not 
Minor……………………………………………Major 
1 2 3 4 5 
Human Capital 20.8 8.3 8.3 8.3 29.2 20.8 4.2 2.74 
Service Infrastructure 19.2 3.8 11.5 3.8 46.2 15.4 0.0 2.71 
Natural Capital 0.0 0.0 0.0 0.0 100.0 0.0 0.0 3.00 
Public Institutional Capital 6.5 3.2 16.1 9.7 32.3 29.0 3.2 2.83 
Mean 14.5 4.8 12.0 7.2 37.3 21.7 2.4 2.77 
 
Similar to marketing value, public profile refers to high-profile projects that are highly visible and results in 
public appreciation. Results of the influence of public profile on budget are shown in Table 4.5.13. The 
opposite of a high-profile project such as the red roads constructed for the IRT includes underground 
reticulation services, and wastewater treatment plants. The proportion of ‘unsure’ responses is higher 
than for other questions in this section at 14.5% which indicates that respondents did not necessarily 
know whether public profile has an influence, while a mean MS of 2.77 indicates that the significance is a 
little lower than the other factors surveyed, placing this factor last. 
 
Table 4.5.14: Combined ranking versus category ranking 
Factor in order of combined ranking 
Ranking per response group 
Human 
Capital 
Service 
Infrastructure 
Natural 
Capital 
Public 
Institutional 
Capital 
1) Emergency 1 2 2 2 
2) IDP Priorities 4 7 3 1 
3) Affordability 2 1 1 7 
4) Sustainability 3 3 11 5 
5) Prior commitments 6 8 4 4 
6) Political support 8 10 12 3 
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Factor in order of combined ranking 
Ranking per response group 
Human 
Capital 
Service 
Infrastructure 
Natural 
Capital 
Public 
Institutional 
Capital 
7) Asset protection  7 11 7 8 
8) Community need 5 13 5 6 
9) Historical allocation 13 9 8 9 
10) Urban design and spatial planning 11 5 6 12 
11) Marketing value 12 6 9 11 
12) Return on Investment Calculations 9 4 10 13 
13) Public profile 10 12 13 10 
 
The small variation in MS is evidenced by the ranking of infrastructure categories compared to the 
combined ranking. There is little consensus that reinforces the possibility that all measures are deemed 
to be important without any particular clarity on how budget is in fact allocated. 
 
4.5.2. Summary 
 
· The relative ranking of factors thought to influence budget decisions was closely spaced, less than 1 
point apart; 
· The lowest MS of 2.77 indicates that even the lowest ranking factor is relevant in influencing budget 
decisions. All factors are thus assessed to have influence in the budget process; 
· All the factors were deemed to have some importance, with the top five ranked factors being: 
o Emergency; 
o IDP priorities; 
o Affordability; 
o sustainability, and  
o prior commitments, and 
· The close grouping may also indicate that respondents are not entirely sure which factors should or 
should not have influence, as evidenced by the individual ranking. 
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4.6 SUB-PROBLEM 6: Infrastructure spending is not effective 
 
4.6.1. Survey Data 
 
4.6.1.1. Factors influencing infrastructure deterioration 
A great deal of budget is allocated to developing, constructing, replacing, repairing and maintaining 
infrastructure. The effectiveness of how resources are applied is of interest in the value that is harnessed. 
Respondents were thus asked to rate the influence of a number of factors on how they impact on the 
deterioration of infrastructure. The results in order of magnitude are: 
1) Too few maintenance staff  3.78 (SD 1.22) 
2) Lack of pro-active maintenance plan 3.34 (SD 1.55) 
3) Quality of outsourced work  3.19 (SD 1.30) 
4) Vandalism    3.13 (SD 1.64) 
5) Lack of monitoring   3.11 (SD 1.36) 
6) Quality of in-house workmanship 2.99 (SD 1.27) 
7) Insufficient contract management 2.89 (SD 1.51) 
8) Geographic span of control  2.80 (SD 1.51) 
9) Environmental conditions  2.28 (SD 1.42) 
10) Load-shedding    1.72 (SD 1.54) 
 
There is a wider variance in scores on this question with a difference of 2.07 between maximum and 
minimum MSs. In terms of knowledge area, respondents may have been more confident as the question 
focused on their core knowledge area and a central tendency was therefore less pronounced. 
 
Table 4.6.1: Influence of factors on infrastructure deterioration: Lack of maintenance staff 
Response group 
Response (%) 
Mean 
Score Unsure Does not 
Minor…………………………………………………Major 
1 2 3 4 5 
Human Capital 0.0 4.2 4.2 4.2 16.7 25.0 45.8 3.92 
Service Infrastructure 3.8 0.0 7.7 11.5 7.7 26.9 42.3 3.88 
Natural Capital 0.0 0.0 0.0 0.0 0.0 0.0 100.0 5.00 
Public Institutional Capital 6.7 0.0 6.7 6.7 23.3 40.0 16.7 3.57 
Set 4 Total 3.7 1.2 6.1 7.3 15.9 30.5 35.4 3.81 
Set 3 12.5 0.0 0.0 0.0 50.0 37.5 0.0 3.43 
Mean 4.4 1.1 5.6 6.7 18.9 31.1 32.2 3.78 
 
The impact of the lack of maintenance staff on deterioration of infrastructure is shown in Table 4.6.1. 
Insufficient staff to deal with a growing workload due to natural growth plus administrative processes is 
frequently mentioned as a reason for poor performance. The proportion of ‘unsure’ responses is low at 
4.4%, and the scores veer towards limited staff having a major impact. The MS of Set 3 is at 3.43, and 
that of Set 4 at 3.81 providing a mean MS of 3.78.  
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Table 4.6.2: Influence of factors on infrastructure deterioration: Lack of proactive maintenance program 
  Response group 
Response (%) Mean 
Score Unsure Does not Minor…………………………………………………Major 1 2 3 4 5 
Human Capital 0.0 20.0 0.0 20.0 16.0 12.0 32.0 2.96 
Service Infrastructure 3.8 3.8 3.8 7.7 15.4 34.6 30.8 3.72 
Natural Capital 0.0 0.0 0.0 0.0 0.0 0.0 100.0 5.00 
Public Institutional Capital 6.5 6.5 6.5 16.1 19.4 22.6 22.6 3.21 
Set 4 Total 3.6 9.5 3.6 14.3 16.7 22.6 29.8 3.33 
Set 3 12.5 0.0 0.0 0.0 50.0 37.5 0.0 3.43 
Mean 4.3 8.7 3.3 13.0 19.6 23.9 27.2 3.34 
 
Replacing assets is almost always more expensive than looking after existing assets. Allowing 
deterioration to the point of requiring unplanned maintenance results in the maintenance itself being 
potentially more expensive for example emergency procurement as well as piecemeal. Disciplined asset 
management requires pro-active maintenance to maximize the value of the asset. Responses to the 
question of the impact that reactive maintenance has on the condition of infrastructure is summarised in 
Table 4.6.2. Respondents indicated that the lack of such plans have a high impact on the state of 
infrastructure ranked second in impact, with a mean MS of 3.34. Only 4.3% of respondents were ‘unsure’ 
on this question. Possible reasons for lack of pro-active maintenance plans being in place include: 
· Discontinuity of staff following the transition to a democracy; 
· Lack of staff development for a number of years; 
· Lack of maintenance and construction of new infrastructure for a number of years while the new 
government was organizing themselves, and 
· Lack of expertise in formalizing maintenance plans to ensure continuity. Tradesmen tend to be skilled 
practically but not necessarily in capturing processes on paper for future reference. With staff attrition 
and lack of monitoring, many skills and much knowledge were lost.  
 
“Maintenance is critical as it will always cost more – much more – to replace an asset which is not 
properly maintained” and “every rand spent in one year on a new asset contributes, on average, 10 cents 
to every subsequent maintenance, operations and renewal budgets. This money has to be raised from 
municipal revenue.” (Republic of South Africa, 2008d: 2) 
 
Table 4.6.3: Influence of factors on infrastructure deterioration: Quality of outsourced work 
  Response group 
Response (%) Mean 
Score Unsure Does not Minor…………………………………………………Major 1 2 3 4 5 
Human Capital 0.0 4.0 16.0 16.0 16.0 20.0 28.0 3.16 
Service Infrastructure 3.8 3.8 0.0 11.5 26.9 34.6 19.2 3.52 
Natural Capital 0.0 0.0 0.0 50.0 0.0 50.0 0.0 3.00 
Public Institutional Capital 0.0 0.0 10.0 23.3 33.3 20.0 13.3 3.03 
Set 4 Total 1.2 2.4 8.4 18.1 25.3 25.3 19.3 3.22 
Set 3 25.0 0.0 12.5 0.0 50.0 12.5 0.0 2.83 
Mean 3.3 2.2 8.8 16.5 27.5 24.2 17.6 3.19 
Quality of outsourced work was ranked 3rd in the impact it has on infrastructure deterioration, as shown in 
Table 4.6.3. The SCM process is often blamed for the poor quality of workmanship – as the process of 
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procuring contractors is centralized in Finance and not with the line department, direct control is reduced. 
However, the structure responsible for procurement is not as much to blame as the specification, to 
ensure that the correct product or service is sourced. The MS for quality of outsourced work was 3.19. 
 
Table 4.6.4: Influence of factors on infrastructure deterioration: Vandalism 
  Response group 
Response (%) Mean 
Score Unsure Does not Minor…………………………………………………Major 1 2 3 4 5 
Human Capital 4.3 13.0 13.0 4.3 17.4 17.4 30.4 3.09 
Service Infrastructure 3.8 0.0 3.8 7.7 23.1 30.8 30.8 3.80 
Natural Capital 0.0 0.0 0.0 0.0 0.0 50.0 50.0 4.50 
Public Institutional Capital 0.0 16.7 16.7 23.3 6.7 13.3 23.3 2.53 
Set 4 Total 2.5 9.9 11.1 12.3 14.8 21.0 28.4 3.14 
Set 3 12.5 0.0 0.0 12.5 62.5 12.5 0.0 3.00 
Mean 3.4 9.0 10.1 12.4 19.1 20.2 25.8 3.13 
 
Vandalism refers to theft or destruction of infrastructure and includes for example cable theft, graffiti on 
buildings or signage, theft of fences, building materials, equipment and any other malicious damage. 
Over time, infrastructure has been protected by installation of fences, CCTV and alarms. Results on the 
impact of this factor are shown in Table 4.6.4 and can be seen to be fairly spread out with a mean MS of 
3.13 indicating that vandalism still has a meaningful impact on the state of infrastructure. Natural capital 
and Service infrastructure rated vandalism most highly, significantly higher than the other groups. 
 
Table 4.6.5: Influence of factors on infrastructure deterioration: Lack of monitoring 
  Response group 
Response (%) Mean 
Score Unsure Does not Minor…………………………………………………Major 1 2 3 4 5 
Human Capital 0.0 8.3 8.3 16.7 29.2 12.5 25.0 3.04 
Service Infrastructure 0.0 3.8 7.7 3.8 30.8 30.8 23.1 3.46 
Natural Capital 0.0 0.0 0.0 50.0 0.0 0.0 50.0 3.50 
Public Institutional Capital 9.7 3.2 12.9 12.9 32.3 19.4 9.7 2.89 
Set 4 Total 3.6 4.8 9.6 12.0 30.1 20.5 19.3 3.14 
Set 3 12.5 0.0 0.0 12.5 75.0 0.0 0.0 2.86 
Mean 4.4 4.4 8.8 12.1 34.1 18.7 17.6 3.11 
 
The impact of lack of monitoring of infrastructure is presented in Table 4.6.5. The influence on the 
condition of infrastructure was indicated as having a mean MS of 3.11. This measure also speaks to span 
of control and the structure of the city away from regional control. Projects typically happen 
simultaneously, geographically far apart and thus difficult to monitor effectively. Over time, continuous 
vacancy cuts in unbalanced right-sizing attempts has resulted in a loss of balance between administrative 
and technical staff. The SAP system requires administration to unlock the process, and funds to employ 
such administration mostly taken from technical posts. This has resulted in a shortage of skilled technical 
staff, capable of monitoring both in-house and outsourced construction work. 
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Table 4.6.6: Influence of factors on infrastructure deterioration: Quality of in-house workmanship 
  Response group 
Response (%) Mean 
Score Unsure Does not Minor…………………………………………………Major 1 2 3 4 5 
Human Capital 4.0 4.0 12.0 8.0 40.0 16.0 16.0 3.04 
Service Infrastructure 3.8 3.8 0.0 3.8 38.5 38.5 11.5 3.48 
Natural Capital 0.0 0.0 0.0 0.0 0.0 50.0 50.0 4.50 
Public Institutional Capital 0.0 0.0 22.6 29.0 25.8 16.1 6.5 2.55 
Set 4 Total 2.4 2.4 11.9 14.3 33.3 23.8 11.9 3.02 
Set 3 25.0 0.0 12.5 37.5 0.0 25.0 0.0 2.50 
Mean 4.3 2.2 12.0 16.3 30.4 23.9 10.9 2.99 
 
Table 4.6.6 reflects the results of the perception of impact of quality of workmanship. The negative impact 
of the quality of in-house workmanship scored significantly lower than that of contracted services, with a 
mean MS very close to 3. The average age of practical technical staff in the City of Cape Town is thought 
to be approaching 50. Many of these members of staff are disillusioned as promises of advancement 
were made in the past, which can never be fulfilled within the current regulatory framework. For example, 
that all vacancies are filled through competitive recruitment, and minimum academic qualifications are 
required to enter a job-grade. To illustrate, a requirement was introduced in 2008 that a matric certificate 
is necessary to be considered for a clerical post, which acted as a barrier to entry to many in elementary 
occupations. 
 
Table 4.6.7: Influence of factors on infrastructure deterioration: Insufficient contract management 
  Response group 
Response (%) Mean 
Score Unsure Does not Minor…………………………………………………Major 1 2 3 4 5 
Human Capital 0.0 8.0 20.0 16.0 24.0 8.0 24.0 2.76 
Service Infrastructure 3.8 3.8 11.5 7.7 26.9 30.8 15.4 3.20 
Natural Capital 0.0 0.0 0.0 0.0 50.0 0.0 50.0 4.00 
Public Institutional Capital 3.4 10.3 10.3 24.1 24.1 10.3 17.2 2.68 
Set 4 Total 2.4 7.3 13.4 15.9 25.6 15.9 19.5 2.90 
Set 3 12.5 0.0 12.5 25.0 37.5 0.0 12.5 2.71 
Mean 3.3 6.7 13.3 16.7 26.7 14.4 18.9 2.89 
 
Centralizing SCM and outsourcing of services has led to an increased requirement of project and 
contract management in fields not historically geared to management of contracts. With the volume of 
orders and contracts growing to ensure broader empowerment, the demand for management of contracts 
to ensure that the City of Cape Town attains value for money increases. The impact of insufficient 
contract management is presented in Table 4.6.7, indicating a result placing it in 7th position, with a mean 
MS of 2.89.  
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Table 4.6.8: Influence of factors on infrastructure deterioration: Geographic span of control 
  Response group 
Response (%) Mean 
Score Unsure Does not Minor…………………………………………………Major 1 2 3 4 5 
Human Capital 4.0 4.0 12.0 12.0 32.0 28.0 8.0 2.96 
Service Infrastructure 7.7 7.7 7.7 3.8 42.3 15.4 15.4 3.04 
Natural Capital 0.0 0.0 0.0 0.0 50.0 0.0 50.0 4.00 
Public Institutional Capital 16.1 16.1 16.1 6.5 22.6 6.5 16.1 2.42 
Set 4 Total 9.5 9.5 11.9 7.1 32.1 15.5 14.3 2.83 
Set 3 25.0 0.0 25.0 0.0 37.5 12.5 0.0 2.50 
Mean 10.9 8.7 13.0 6.5 32.6 15.2 13.0 2.80 
 
Given the vast expanse of the City of Cape Town, and the variation in how departments manage their 
areas, the possible influence of unmanageable geographic span of control was included in the question 
as reflected in Table 4.6.8. 10.9% of respondents were not sure of the impact, while the remainder 
assessed it to have a relatively low impact of 2.80. Public Institutional Capital scored this somewhat lower 
than the rest, which could be attributed to the fact that the group is more likely to be based centrally 
without too much interaction with the remainder of the metropolitan region. 
 
Table 4.6.9: Influence of factors on infrastructure deterioration: Environmental conditions 
  Response group 
Response (%) Mean 
Score Unsure Does not Minor…………………………………………………Major 1 2 3 4 5 
Human Capital 8.7 8.7 13.0 26.1 13.0 21.7 8.7 2.57 
Service Infrastructure 3.8 11.5 3.8 26.9 30.8 19.2 3.8 2.56 
Natural Capital 0.0 0.0 0.0 50.0 0.0 50.0 0.0 3.00 
Public Institutional Capital 3.3 23.3 20.0 30.0 13.3 6.7 3.3 1.69 
Set 4 Total 4.9 14.8 12.3 28.4 18.5 16.0 4.9 2.25 
Set 3 37.5 0.0 12.5 0.0 37.5 12.5 0.0 2.80 
Mean 7.9 13.5 12.4 25.8 20.2 15.7 4.5 2.28 
 
The perceived impact on infrastructure deterioration caused by environmental conditions is presented in 
Table 4.6.9. The harsh coastal environmental conditions can take its toll on infrastructure, such as 
concrete spalling, corrosion and wind damage. The respondents rated this in 9th position at a mean MS of 
2.28, which is possibly indicative that environmental conditions are catered for in design and construction 
and have not changed significantly over time. 
 
Table 4.6.10: Influence of factors on infrastructure deterioration: Load-shedding 
  Response group 
Response (%) Mean 
Score Unsure Does not Minor…………………………………………………Major 1 2 3 4 5 
Human Capital 16.7 16.7 16.7 16.7 12.5 16.7 4.2 2.10 
Service Infrastructure 8.3 29.2 12.5 4.2 25.0 12.5 8.3 2.05 
Natural Capital 50.0 0.0 50.0 0.0 0.0 0.0 0.0 1.00 
Public Institutional Capital 13.3 33.3 30.0 3.3 13.3 6.7 0.0 1.19 
Set 4 Total 13.8 26.3 21.3 7.5 16.3 11.3 3.8 1.72 
Set 3 12.5 12.5 25.0 25.0 25.0 0.0 0.0 1.71 
Mean 13.6 25.0 21.6 9.1 17.0 10.2 3.4 1.72 
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Table 4.6.10 presents the perceived impact of load-shedding on infrastructure condition. The impact of 
load shedding was indicated as having the least influence, with a mean MS of 1.72 in this category. Load 
shedding has not been in evidence since 2009, and it may be that the threat perceived has diminished 
over time. When load shedding in Cape Town was a daily possibility, particularly electricity infrastructure 
and mechanical equipment were at risk of damage due to load shedding. It appears that the risk has 
reduced. 
 
4.6.1.2. Uniformity of Infrastructure condition 
 
Under the same heading, three further questions were posed in an effort to establish the uniformity or 
otherwise of the condition of infrastructure, in the opinion of the respondents. The three aspects and their 
respective MSs follow: 
1) Locational variance   2.36 (SD 1.64) 
2) Infrastructure type   2.32 (SD 1.63) 
3) Infrastructure grouping   2.07 (SD 1.58) 
The ‘unsure’ proportions were fairly high at 13.6%, 17.2% and 20.5% respectively, indicating that the 
question was perhaps not understood by all, and the MSs were below what could be expected from 
visual evidence. For example, there is wide disparity in the levels of service provided across the 
metropolitan area, with infrastructure in township areas in visibly worse condition than that in for example 
the CBD. 
 
Table 4.6.11: Variance in condition of infrastructure: Geographic 
  Response group 
Response (%) Mean 
Score Unsure Does not Minor…………………………………………………Major 1 2 3 4 5 
Human Capital 17.4 17.4 8.7 21.7 17.4 8.7 8.7 2.21 
Service Infrastructure 16.0 12.0 8.0 4.0 32.0 16.0 12.0 2.81 
Natural Capital 0.0 0.0 50.0 0.0 0.0 50.0 0.0 2.50 
Public Institutional Capital 6.7 26.7 13.3 16.7 23.3 13.3 0.0 1.82 
Set 4 Total 12.5 18.8 11.3 13.8 23.8 13.8 6.3 2.24 
Set 3 25.0 12.5 0.0 0.0 0.0 37.5 25.0 3.67 
Mean 13.6 18.2 10.2 12.5 21.6 15.9 8.0 2.36 
 
The impact of location on condition of infrastructure is the subject of Table 4.6.11. Of the three, location 
achieved a marginally higher mean MS than the other factors at 2.36. There is apparent disparity in the 
condition of infrastructure regionally, not least due to the merge of a variety of administrations into the 
Cape Town Metropolitan Municipality. The variance can further be attributed to the age of infrastructure, 
where the CBD and southern suburbs as example were established many years before many suburbs in 
the northern and eastern suburbs. Most service departments have regional depots / offices providing for 
the workforce to operate close to their principle workplace. Various levels of management need to spend 
time at their outlying branches, requiring travel time. Given the geographic spread, the time travelled is 
not insignificant, but as it is done during working hours, often in council transport, it is perhaps not 
perceived to be much of an issue. 
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Table 4.6.12: Variance in condition of infrastructure: By Type 
  Response group 
Response (%) Mean 
Score Unsure Does not Minor…………………………………………………Major 1 2 3 4 5 
Human Capital 33.3 16.7 4.2 12.5 25.0 0.0 8.3 2.19 
Service Infrastructure 12.0 12.0 12.0 8.0 24.0 16.0 16.0 2.77 
Natural Capital 0.0 0.0 50.0 0.0 0.0 50.0 0.0 2.50 
Public Institutional Capital 7.1 28.6 14.3 3.6 35.7 7.1 3.6 1.88 
Set 4 Total 16.5 19.0 11.4 7.6 27.8 8.9 8.9 2.27 
Set 3 25.0 12.5 0.0 0.0 37.5 25.0 0.0 2.83 
Mean 17.2 18.4 10.3 6.9 28.7 10.3 8.0 2.32 
 
Type of infrastructure refers to types within a group for example within buildings, whether the mechanical 
equipment such as air-conditioning, elevators and escalators are in the same or similar condition as the 
structure, cladding and wet services. Results are reflected in Table 4.6.12. With a mean MS of 2.32, the 
response indicates a low significance of variation by type. 
 
Table 4.6.13: Variance in condition of infrastructure: By group 
  Response group 
Response (%) Mean 
Score Unsure Does not Minor…………………………………………………Major 1 2 3 4 5 
Human Capital 33.3 20.8 4.2 16.7 16.7 8.3 0.0 1.81 
Service Infrastructure 20.0 8.0 12.0 12.0 20.0 16.0 12.0 2.75 
Natural Capital 0.0 0.0 50.0 0.0 0.0 0.0 50.0 3.00 
Public Institutional Capital 10.3 34.5 10.3 13.8 24.1 6.9 0.0 1.54 
Set 4 Total 20.0 21.3 10.0 13.8 20.0 10.0 5.0 2.03 
Set 3 25.0 12.5 0.0 25.0 12.5 25.0 0.0 2.50 
Mean 20.5 20.5 9.1 14.8 19.3 11.4 4.5 2.07 
 
Group of infrastructure refers to the broader grouping of infrastructure, such as roads, buildings, fleet and 
substations. Table 4.6.13 presents the results of the perceived impact infrastructure grouping has on the 
variation on condition thereof. Here a smaller disparity was indicated with a MS of 2.07. 
 
4.6.1.3. Influence on effectiveness of infrastructure spending 
The effectiveness of infrastructure spending can be influenced by numerous factors, 3 of which were 
tested in questions to Set 3 and 4: 
 
Table 4.6.14: Influence on budget process: Ability to amend project implementation 
  Response group 
Response (%) 
Mean 
Score Unsure Does not 
Minor…………………………………………………Major 
1 2 3 4 5 
Human Capital 8.3 16.7 8.3 20.8 37.5 8.3 0.0 2.14 
Service Infrastructure 11.5 7.7 3.8 19.2 30.8 15.4 11.5 2.87 
Natural Capital 0.0 0.0 0.0 0.0 100.0 0.0 0.0 3.00 
Public Institutional Capital 3.2 9.7 12.9 9.7 38.7 19.4 6.5 2.67 
Set 4 Total 7.2 10.8 8.4 15.7 37.3 14.5 6.0 2.58 
Set 3 0.0 0.0 0.0 0.0 42.9 57.1 0.0 3.57 
Mean 6.7 10.0 7.8 14.4 37.8 17.8 5.6 2.67 
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Table 4.6.14 presents the survey results related to the ability of amending projects during 
implementation.  Having some flexibility to change within a department or project due to a change caused 
externally is an enabler of efficiency as more value could be realised than continuing with an original 
project schedule. Particularly on large projects, the project duration can span many years, in which time 
technology may change providing better value through an amended specification. The MS from Set 3 
was nearly one point higher than that of Set 4, reflective of a higher level of authority in the respondents. 
The mean MS of 2.67 indicates that many respondents involved with budgeting perceive that it is 
possible to amend project implementation if priorities should change. The SD is 1.34. 
 
Table 4.6.15: Influence on budget process: Availability of skills 
  Response group 
Response (%) Mean 
Score Unsure Does not Minor…………………………………………………Major 1 2 3 4 5 
Human Capital 8.3 16.7 8.3 8.3 25.0 16.7 16.7 2.73 
Service Infrastructure 3.8 0.0 3.8 23.1 30.8 23.1 15.4 3.24 
Natural Capital 0.0 0.0 0.0 0.0 50.0 50.0 0.0 3.50 
Public Institutional Capital 12.9 12.9 16.1 12.9 22.6 19.4 3.2 2.33 
Set 4 Total 8.4 9.6 9.6 14.5 26.5 20.5 10.8 2.78 
Set 3 0.0 0.0 0.0 42.9 57.1 0.0 0.0 2.57 
Mean 7.8 8.9 8.9 16.7 28.9 18.9 10.0 2.76 
 
Availability of skills influences budget prioritization throughout the various reporting levels – poor budget 
decisions can be made where employees are not well versed with local government on the one hand, or 
have become complacent on the other hand. Job grading is not related to the magnitude of budget 
responsibility but rather to complexity of functions. It is thus common that relatively unskilled staff have 
responsibility for large cost items. Table 4.6.15 presents the results of the survey responses. Set 3 
indicated a slightly lower mean than Set 4, with a MS of 2.76. Within Set 4, the groupings of Service 
Infrastructure and Natural Capital scored significantly higher, indicative of the level of skill functionally 
required in these departments. The mean MS is 2.76. 
 
Table 4.6.16: Influence on budget process: Availability of resources 
  Response group 
Response (%) Mean 
Score Unsure Does not Minor…………………………………………………Major 1 2 3 4 5 
Human Capital 13.0 13.0 4.3 8.7 21.7 17.4 21.7 3.05 
Service Infrastructure 3.8 0.0 11.5 15.4 34.6 15.4 19.2 3.16 
Natural Capital 0.0 0.0 0.0 50.0 0.0 0.0 50.0 3.50 
Public Institutional Capital 3.3 10.0 13.3 10.0 36.7 20.0 6.7 2.66 
Set 4 Total 6.2 7.4 9.9 12.3 30.9 17.3 16.0 2.95 
Set 3 0.0 0.0 0.0 42.9 57.1 0.0 0.0 2.57 
Mean 5.7 6.8 9.1 14.8 33.0 15.9 14.8 2.92 
 
Availability of resources is related to that of skills, but includes, for example, time, number of staff, 
computer programs. Survey results are summarised in Table 4.6.16. The mean MS of 2.92 indicates that 
the respondents believe resources to be a relatively smaller constraint than staff, with an SD of 1.41. 
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4.6.1.4. Participation in budget process 
The final survey questions applicable to the sub-problem pertaining to the effectiveness of infrastructure 
spending are related to participation and perception of respondents in the budget process: 
 
Table 4.6.17: Influence on budget process: Size of budget requests 
Factor and response group   Response (%) N/A Unsure No Yes 
Do you ever ask for a larger amount than you require?         
Human Capital 12.5 0.0 41.7 45.8 
Service Infrastructure 3.7 11.1 25.9 59.3 
Natural Capital 50.0 0.0 50.0 0.0 
Public Institutional Capital 16.1 0.0 61.3 22.6 
Set 4 Total 11.9 3.6 44.0 40.5 
Set 3 0.0 25.0 62.5 12.5 
Mean 10.9 5.4 45.7 38.0 
Do you believe that line management ever asks for more than required to get a fair hearing in terms of competing 
priorities? 
Set 1 0.0 0.0 0.0 100.0 
Set 2 0.0 0.0 0.0 100.0 
 
Table 4.6.17 presents the results of a survey question posed to all respondents, on the practice of 
requesting larger budgets than required. There is a notable difference between the responses of Set 3 & 
4. The Yes / No responses in Set 4 were 40.5 to 44% who admitted to requesting larger amounts than 
required. In Set 3, this changed markedly to 12.5% indicating ‘Yes’, to 62.5% indicating ‘No’. Overall, 
45.7% of respondents claimed not to ask for a larger amount than required, with 38% admitting they do. 
This is in contrast the response of Set 1 and 2, both who indicated that they believe line management to 
request more than required. 
 
Table 4.6.18: Inclusion of additional Operational requirement 
Response group Response (%) N/A Unsure No Yes 
Human Capital 12.5 12.5 16.7 58.3 
Service Infrastructure 11.1 18.5 11.1 59.3 
Natural Capital 0.0 50.0 50.0 0.0 
Public Institutional Capital 22.6 0.0 19.4 58.1 
Set 4 Total 15.5 10.7 16.7 57.1 
Set 3 0.0 25.0 12.5 62.5 
Mean 14.1 12.0 16.3 57.6 
 
Table 4.6.18 presents the results of the survey question related to operational budget being made 
available as part of the planning programme. This item relates mainly to capital investment, for example 
the result of commissioning a new solid waste facility, which then has to be maintained, secured and 
cleaned, which requires an increase in the base operating budget of the department responsible. The 
respondents indicated by 57.6% to 16.3% that additional operational budget is considered in the ordinary 
course of business. 
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Table 4.6.19: Ability to reprioritise 
Response group Response (%) N/A Unsure No Yes 
Human Capital 8.0 12.0 12.0 68.0 
Service Infrastructure 3.7 0.0 11.1 85.2 
Natural Capital 0.0 0.0 0.0 100.0 
Public Institutional Capital 9.7 3.2 19.4 67.7 
Set 4 Total 7.1 4.7 14.1 74.1 
Set 3 12.5 0.0 12.5 75.0 
Mean 7.5 4.3 14.0 74.2 
 
Table 4.6.19 reflects the perceived ability of those involved in the budget process to reprioritise. Whereas 
the possibility of amending project implementation if priorities were to change in the previous section 
achieved a MS of 2.67, the majority of respondents, at 74.2%, feel that they are able to reprioritize their 
budgets if priorities are to change. Within votes, Rand value limits are set requiring certain levels of 
authority providing some flexibility within votes. Outside votes, the adjustment budget is required to 
reprioritize budget, with the participation of Finance 
 
4.6.2. Interview Data 
 
CFO Interview question: When motivating for budget, is the additional operational cost required included 
in the standard application? 
Survey: Yes 
Interview: The process caters for it – by introducing the cost as a budget reality. Cascading levels 
of prioritisation exist and this must be dealt with somewhere along the way. At strategic 
level it works, but at cascading / line / grassroots level, it is about internal prioritisation for 
example, with broadband, the City of Cape Town is only implementing the project to save 
costs otherwise paid to Telkom. Some projects slip through the cracks, such as the 
newly constructed transport management centre. Construction was funded by grant 
funding, which did not provide for operational costs that the City of Cape Town had to 
fund from their existing operational budget.  
 
Director SCM: In your opinion, is infrastructure spending effective? 
Interview: In the tender environment, it depends on the specification, and very often, the 
specification is not that good. In many instances, the members of staff responsible are 
not sufficiently knowledgeable on what they need to procure, and they do not procure 
regularly enough to develop the expertise. Some problems in this arena are caused by: 
· Not understanding overall value and requirements; 
· A common value system is lacking; 
· Not enough emphasis on senior management agreeing across all facet of 
business what is necessary and what is not, and 
· Lack of standardization. 
 
Chapter 4: Data Presentation, Analysis and Interpretation 2 April 2013 
   168
4.6.3. Secondary Data 
 
4.6.3.1. Employee Information 
Secondary data informs the breakdown of employees at the City of Cape Town (City of Cape Town, 
2011a: 106) as indicated in Table 4.6.20 and Figure 4.6.  
 
Table 4.6.20: Personnel by occupational category 
2011/12 Budget year Positions Permanent Contract 
Municipal manager and senior managers (ED's) 12 0 12 
Other managers 754 741 13 
Professionals 1 710 1 583 80 
Technicians 2 375 2 026 349 
Clerical & Administrative 5 829 5 560 269 
Service & Sales workers 2 905 2 675 230 
Craft and related trades 2 204 2 201 3 
Plant and machine operators 3 103 3 080 23 
Elementary occupations 6 193 6 066 127 
Total 25 085 23 932 1 106 
 
Roughly a quarter of staff members are in management, another quarter in administration, and the 
remainder in operations, as can be seen in Figure 4.6. The cost of employment reduces from the top to 
the bottom of the table. With benefits, the cost of employment of semi-skilled workers for example 
construction workers, security personnel and cleaning staff is thought to be a great deal cheaper than the 
cost of employing full-time staff. If a function has been undertaken by the City of Cape Town to date, but 
they want to outsource it, in terms of the MFMA, a §78 process has to be followed, providing for ample 
opportunity of public, staff and union participation in determining what is in the best interest of the City of 
Cape Town. 
 
Figure 4.6: Percentage of staff in various categories 
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A shortage of maintenance staff typically leads to outsourcing of maintenance functions. While reducing 
staff numbers in one category, the process of issuing tenders / RFQ’s increases, and the requirement for 
project / contract management grows, resulting in increased staff demands in administration and 
management. Outsourcing provides the opportunity of focusing on core business, and contracting in 
specialists to manage everything that is non-core, but it can have a number of disadvantages, including: 
· Lack of continuity as contracts are limited to 3 financial years unless undertaking a process to 
comply with §33 of the MFMA to extend the period; 
· While local government prescribes to the Batho Pele value system by paying fair wages for work, 
outsourcing removes direct control over wages paid, especially to the most vulnerable and least 
skilled employees which goes against the pursuit of social justice; 
· Local government has always been a major employer. With ±27,000 employees, in Cape Town, 
a marked reduction in staff numbers will have a noticeable impact on the economic stability of the 
City of Cape Town, which in turn may affect its status as a preferred tourism destination; 
· Lack of skills development of artisans and trades, and 
· Risk of losing touch with the business when core functions and services are outsourced. 
 
4.6.3.2. Geographical Accountability 
The amalgamation of the City of Cape Town into a metropolitan municipality resulted in a structure 
designed around centralised control and accountability. The culture evolved in support of this structure, 
which is based on deploying resources within directorates / departments that operate in silos, where they 
are required. For example, taking a city block in the CBD: a variety of individual departments are 
responsible for services within the block, such as: 
· Electricity for any electrical problems; 
· Water and Sanitation for water and sewage infrastructure and maintenance; 
· Solid waste for waste removal and street cleaning; 
· Transport for parking and public transport infrastructure and operations; 
· Roads and Storm water for roadway, paving and storm water; 
· Metro police for law enforcement; 
· Traffic services for parking and traffic violations; 
· Economic development for street vendors; 
· Property Management for servitudes; 
· Specialized Technical services for any City of Cape Town buildings, fountains, canals, 
mechanical equipment; 
· Social development for libraries and community facilities, and 
· Parks for public open spaces, verges. 
 
With virtually every directorate in the City of Cape Town involved in managing every block, street and 
suburb, it is very difficult to pin down a single accountable person other than the City Manager who 
clearly does not have the capacity as an individual to account at such a level of detail. The task of ‘area 
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controller’ may have an impact as individuals will have clear accountability, and could develop a sense of 
ownership and pride in a specific area in their charge, rather than being moved from one area to the next. 
 
4.6.3.3. Employee Qualifications and pay scales 
Minimum qualifications per job category were established as part of the ORP process. These were 
presented as the ‘benchmark job-list’, which was developed in 2007, and aligned with the NQF 
framework, informing the minimum educational qualification from NQF 1-8 for each job on the list. 
Subsequent to this list being finalised, the South African Qualifications Authority, in alignment with the 
National Qualifications Framework, amended the compliance requirements for NQF levels 5 and above, 
extending the range to 10, in 2009. The original benchmark list has not been amended as the City of 
Cape Town is currently reframing their qualification requirements.  For indicative purposes, and as the 
City of Cape Town was, broadly speaking, still basing minimum requirements on the benchmark list in 
2011/12, the listed jobs are grouped in terms of the qualification required: 
 
NQF1: TASK grades 1-9 
Operational stream including workers, plant operators and drivers;  
Artisan stream including maintenance assistant, and 
Operational supervision stream including operational supervisor and drivers; 
NQF2: TASK grades 3-5 
Artisan stream including handyman; 
 Operational supervision stream including Foremen; 
 Administrative stream including Courier, Office Assistant; 
 Libraries stream including Library Aid, and 
 Uniformed staff including security guard, access control officer, security officer, traffic warden; 
NQF3: TASK grades 7-11 
Artisan stream including special workman, artisan, engineering assistant; 
NQF4: TASK grades 6-15 
Operational supervision stream including superintendents; 
 Technical stream including technical assistant, learner technician; 
 Administrative stream including clerk, admin officer, admin manager; 
 Secretarial stream including secretaries and personal assistants; 
 Libraries stream, and 
 Uniformed staff including fire fighter, platoon commander, station commander, nursing staff, law 
enforcement officers, traffic officer, trainee constable, constable, VIP unit constable, inspector 
and chief; 
NQF5: TASK grades 9-12 
Technical stream; 
 Secretarial stream including support assistant, executive assistants; 
 Uniformed staff including principal inspector – law enforcement, principal traffic inspector, 
sergeant, police superintendent; 
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Professional stream; 
 NQF6: TASK grades 10-23+ 
Libraries stream including librarian, senior, principal and chief librarian; 
Professional stream; 
Managerial stream including Head, Functional Manager, Director and Executive Director. 
Where NQF levels translate to the following qualifications: 
NQF1 Grade 9 
NQF2 Grade 10 
NQF3 Grade 11 
NQF4 Matric / Trade Certificate 
NQF5 National Certificate, National Diploma, Occupational Certificate 
NQF6 Bachelor’s degree (3 years), Higher Diploma 
NQF7 Honours degree, Post Graduate Certificate 
NQF8 Master’s degree, Doctorate 
 
The maximum educational requirement according to the framework is that of a 3-year degree.  While it is 
possible to attain a T15 grade with an NQF4, it is rare. All administrative positions, from Clerk upwards, 
require an NQF4, or matric qualification. Management requires NQF6, which corresponds to either a 3-
year degree or Higher Diploma. It should be noted that in many cases, such as appointment of 
engineers, required degrees are specified in the recruitment process. The benchmark job list was 
established to provide a consistently applicable benchmark. 
 
The corresponding salary range for each T-grade is listed in Table 4.6.21, and depicted in Figure 4.7. 
 
Table 4.6.21: T-Grade Salary bands applicable to 2011/12 
T Grade  TCOE   Lower   Upper  
1 88 634 97 559 
2 99 151 116 130 
3 130 961 139 101 
4 143 250 148 500 
5 150 288 156 004 
6 158 016 168 828 
7 171 123 206 464 
8 210 677 233 988 
9 239 050 260 258 
10 265 974 290 169 
11 296 609 323 881 
12 331 137 346 408 
13 362 056 388 291 
14 466 889 633 452 
15 506 804 705 339 
16 569 939 792 602 
17 645 798 873 090 
18 712 395 938 851 
19 785 249 1 011 959 
20 855 299 1 117 026 
21 925 024 1 186 456 
22 1 001 859 1 210 842 
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Figure 4.7: T-Grade Salary bands applicable to 2011/12 
 
It is evident from Figure 4.7, which indicates the lower and upper limits for each grade, that grade 14 and 
above has far greater ranges and overlaps, than grades 1-13. Grade 14 and above typically requires 
management competency. To ensure that recruitment can both entice suitable candidates as well as 
provide advancement opportunities for less experienced staff with potential, the salary bands are wide 
and overlap significantly. Progression happens through an annual competency assessment, providing the 
opportunity for advancement through the grade. Once an employee has reached the top of their grade, 
their salaries increase only by the cost of living increase, which is negotiated with the relevant unions 
annually.  
 
Salaries in the City of Cape Town have kept paced with the private sector to ensure that good skills can 
be attracted. The job grading is based on the complexity, diversity and scope of the job, rather than 
control of budget or number of staff managed. It appears that the educational level required in positions 
with authority is generally lower than that required in the private sector, for similar remuneration. 
 
4.6.4. Summary 
 
· A number of factors were listed and rated at a level which is indicative of a broad agreement that 
budget is not necessarily effectively spent; 
· Internal maintenance staff appear to be under-resourced; 
· Outsourcing of work creates other problems by adding to the administrative burden requiring project 
and contract management; 
· The cost of employing staff in elementary occupations is prohibitive when compared to outsourcing; 
· Maintenance plans are not in evidence suggesting a that project management could be a 
development area; 
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· The variation in condition of infrastructure was indicated as moderate. Visible evidence of different 
areas in the metropolitan brings this view into question; 
· It appears that some flexibility exists to reprioritize should the need arise; 
· While Line management indicated that they do not necessarily ask for more than they require, the 
perception of Finance is that they do. This is likely to influence budget approvals at Finance level; 
· Operational cost requirements are generally catered for in planning of new infrastructure; 
· In the tender environment, lack of capacity and skill appears to have an impact on the effectiveness 
of budget spend; 
· The category of staff distribution is approximately 20% in management, 24% administrative and 56% 
implementation; 
· Staff require relatively low levels of formal qualifications for positions of great responsibility, and 
· Accountability is sometimes difficult to establish within the functionally divisions created by the 
organizational structure. 
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4.7 SUB-PROBLEM 7: Flexible and relevant economic measures have not been identified 
 
4.7.1. Survey Data 
 
4.7.1.1. Adequacy of budgeting process tools 
 
The advent of the MFMA introduced a host of new controls, processes and reports to the budgeting 
process. While compliance results in good administration and unqualified audits, it does not necessarily 
ensure value, for a number of reasons. It is suggested that it may be necessary to include social, 
environmental and practical indicators for consideration in the allocation of budget to ensure 
maximization of the value harnessed in applying public funds. A number of questions were formulated 
and included in the surveys of Set 1-4 to establish whether such measures exist, and if they do, whether 
they are successfully implemented. 
 
Table 4.7.1: Possibility to improve model for budget allocation 
Response group  Response (%) N/A Unsure No Yes 
Set 1 0.0 0.0 0.0 100.0 
Set 2 0.0 100.0 0.0 0.0 
Human Capital 8.0 32.0 8.0 52.0 
Service Infrastructure 0.0 7.4 7.4 85.2 
Natural Capital 0.0 0.0 50.0 50.0 
Public Institutional Capital 3.3 20.0 10.0 66.7 
Set 4 Total 3.6 19.0 9.5 67.9 
Set 3 0.0 12.5 25.0 62.5 
Mean (Set 3 & 4) 3.3 18.5 10.9 67.4 
 
Results of the question whether the budget allocation process can be improved are presented in Table 
4.7.1. The CFO indicated that a better model for budget allocation is possible, while the Budget 
Department indicated they were unsure. Both sets 3 and 4 indicated that a better model was possible 
with two-thirds of respondents selecting ‘Yes’ and only 10.9% ‘No’. It thus appears from the overall 
response that City of Cape Town officials believe there to be room for improvement in the budget 
process. 
 
Table 4.7.2: Value sacrificed to ensure legislative compliance 
Response group   Response (%) N/A Unsure No Yes 
Human Capital 8.3 4.2 12.5 75.0 
Service Infrastructure 0.0 3.7 14.8 81.5 
Natural Capital 0.0 0.0 0.0 100.0 
Public Institutional Capital 3.2 3.2 25.8 67.7 
Set 4 Total 3.6 3.6 17.9 75.0 
Set 3 14.3 0.0 28.6 57.1 
Mean 4.4 3.3 18.7 73.6 
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Table 4.7.2 presents the results of the survey question related to legislative compliance negatively 
impacted upon value realisation. The majority of 73.6% of respondents indicated that they believe value 
is sometimes sacrificed in pursuit of legislative compliance. 18.7% did not agree, while 3.3% were not 
sure. An example of such value sacrifice is purchasing computer equipment for future use at the end of 
the financial year to ensure that budget is spent rather than apply to carry funds over to the following year 
to undertake a project, which may not be implementable in the current year. 
 
Table 4.7.3: Existence of mechanisms to measure Environmental Impact 
Response group Response (%) N/A Unsure No Yes 
Human Capital 8.0 60.0 12.0 20.0 
Service Infrastructure 0.0 44.4 14.8 40.7 
Natural Capital 0.0 0.0 0.0 100.0 
Public Institutional Capital 6.7 26.7 16.7 50.0 
Set 4 Total 4.8 41.7 14.3 39.3 
Set 3 0.0 37.5 12.5 50.0 
Mean 4.3 41.3 14.1 40.2 
 
Awareness of the existence of environmental measures was the subject of the next survey question, with 
results reflected in Table 4.7.3. 41.3% of respondents were unsure whether environmental measurement 
mechanisms exist, while 14.1% indicated that the City of Cape Town does not have such mechanisms. 
40.2% indicated that they are aware of the existence of environmental measures. 50% of respondents in 
Set 3 are aware of measures existing, indicating a slightly higher level of awareness in this group. In 
reality, the environment has been included on the executive report template, which has to be completed 
for all projects with budgetary implications. While not comprehensive, the City of Cape Town has made 
progress in acknowledging the importance of environmental sustainability. 
 
Table 4.7.4: Existence of mechanisms to measure Social Impact 
Response group Response (%) N/A Unsure No Yes 
Human Capital 8.0 64.0 8.0 20.0 
Service Infrastructure 0.0 55.6 14.8 29.6 
Natural Capital 0.0 50.0 0.0 50.0 
Public Institutional Capital 3.2 32.3 22.6 41.9 
Set 4 Total 3.5 49.4 15.3 31.8 
Set 3 0.0 37.5 12.5 50.0 
Mean 3.2 48.4 15.1 33.3 
 
Table 4.7.4 presents the results of awareness of mechanism measuring social impact. In terms of 
mechanisms measuring social impacts, 48.4% indicated that they were unsure whether these exist or 
not, with 33.3% believing that such mechanism exists and 15.1% indicated that such measures don’t 
exist. Set 3 again indicated a higher level of awareness that such mechanisms exist. Social beneficiation 
is deemed to be an overall City of Cape Town responsibility, and unlike the environment, has not been 
allocated to a specific directorate or department. The risk of this is a lack of ownership and possibility of 
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failure to properly consider the social impact of budget decisions, as the Finance directorate may be the 
only point of intervention to assess such impact.  
 
In a changing landscape, the importance of considering previously ignored impacts cannot be over-
emphasized. Respondents were asked about their ability to measure other important factors, assuming 
that conventional measures of infrastructure are considered, such as: 
· Adding service capacity; 
· Maintaining assets in working condition, and 
· Supporting development, growth and investment. 
 
Table 4.7.5: Possibility of rating Social Impact of infrastructure 
 Response group 
Response (%) Mean 
Score Unsure Does not Minor…………………………………………………Major 1 2 3 4 5 
Human Capital 16.7 29.2 8.3 12.5 16.7 8.3 8.3 1.90 
Service Infrastructure 19.2 7.7 0.0 30.8 15.4 11.5 15.4 2.86 
Natural Capital 0.0 0.0 0.0 50.0 50.0 0.0 0.0 2.50 
Public Institutional Capital 19.4 16.1 9.7 12.9 12.9 16.1 12.9 2.52 
Set 4 Total 18.1 16.9 6.0 19.3 15.7 12.0 12.0 2.44 
Set 3 42.9 0.0 0.0 14.3 42.9 0.0 0.0 2.75 
Mean 20.0 15.6 5.6 18.9 17.8 11.1 11.1 2.46 
 
Respondents were asked to indicate the possibility of rating the social impact their infrastructure may 
have, results of which are reflected in Table 4.7.5. 20% of respondents were unsure of whether they 
could rate the social impact of their infrastructure, with the remainder scoring an average of 2.46 and a 
SD of 1.64. The relatively low mean MS of below 2.5 is indicative of a lack of understanding of the 
importance, and the lack of facility to measure the social impact across the various types of 
infrastructure.  
 
Table 4.7.6: Possibility of rating Environmental Impact of infrastructure 
 Response group 
Response (%) Mean 
Score Unsure Does not Minor…………………………………………………Major 1 2 3 4 5 
Human Capital 29.2 16.7 4.2 8.3 20.8 16.7 4.2 2.41 
Service Infrastructure 19.2 7.7 7.7 15.4 23.1 15.4 11.5 2.81 
Natural Capital 0.0 0.0 0.0 100.0 0.0 0.0 0.0 2.00 
Public Institutional Capital 9.7 22.6 3.2 19.4 29.0 12.9 3.2 2.18 
Set 4 Total 18.1 15.7 4.8 16.9 24.1 14.5 6.0 2.43 
Set 3 28.6 0.0 14.3 0.0 42.9 14.3 0.0 2.80 
Mean 18.9 14.4 5.6 15.6 25.6 14.4 5.6 2.41 
 
Table 4.7.6 reflects the perception of respondents on a possibility of rating the environmental impact of 
their infrastructure. 18.9% of respondents were unsure of whether they could rate the environmental 
impact of their infrastructure, with the remainder scoring an average of 2.41, SD of 1.50. While 
measurement is not strictly required to provide a good outcome, monitoring and evaluation is impossible 
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in its absence. Opportunities are lost by not considering the overall impact of, for example, composting 
toilets in projects, which may otherwise battle to attract sufficient funding. 
 
4.7.1.2. Measurement of success of the City of Cape Town 
 
Set 4 aimed at determining which measures line management believe to be important when assessing 
the City of Cape Town’s overall success. Day to day activities appear to take up so much energy, time 
and space in simply fulfilling administrative processes and complying, that it is possible that the overall 
purpose of the City of Cape Town can be overlooked. Furthermore, it is conceivable that the measures of 
success an employee would use to relate to the City of Cape Town’s success would be considered in 
their own operations, and may thus influence how individuals favour some aspects in allocation of 
budget. 
 
The results, in order of MS are: 
1) Expenditure against planned budget 3.50 (SD 1.24) 
2) Community surveys   3.27 (SD 1.38) 
3) Public perception   3.26 (SD 1.32) 
4) Staff satisfaction index   2.93 (SD 1.39) 
5) Corporate scorecard   2.80 (SD 1.32) 
6) Payment ratios    2.63 (SD 1.38) 
7) Public protest    2.63 (SD 1.40) 
8) Community compact   2.59 (SD 1.29) 
9) Election results    2.22 (SD 1.56) 
Scores for the 9 measures of success fell within a range of 1.28, with 3 scores above 3 and the balance 
between 2 and 3. 
 
Table 4.7.7: Measuring the success of the City of Cape Town: Expenditure against planned budget 
 Response group 
Response (%) Mean 
Score Unsure Does not Minor…………………………………………………Major 1 2 3 4 5 
Human Capital 0.0 4.2 8.3 4.2 25.0 37.5 20.8 3.46 
Service Infrastructure 3.8 0.0 11.5 7.7 23.1 34.6 19.2 3.44 
Natural Capital 0.0 0.0 0.0 0.0 0.0 100.0 0.0 4.00 
Public Institutional Capital 0.0 0.0 9.7 9.7 16.1 45.2 19.4 3.55 
Mean 1.2 1.2 9.6 7.2 20.5 41.0 19.3 3.50 
 
Expenditure against planned budget has been in use for a long time in the municipal environment, and 
has always been used as a measure of success: an administration’s ability to spend its budget. Table 
4.7.7 presents the survey results relating to expenditure as a measure of success. A very small 
proportion of respondents was unsure, or indicated that there is no relation between expenditure and the 
success of the City of Cape Town. With a MS of 3.50, this was the top-ranking measure. Measuring the 
percentage of budget spend does relate to implementation, but a high score can be achieved without 
necessarily obtaining value – for example capital budget can be used to purchase unnecessary computer 
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equipment at the end of the financial year to achieve a high percentage, leaving priorities elsewhere 
unfunded. 
 
Table 4.7.8: Measuring the success of the City of Cape Town: Community Surveys 
 Response group 
Response (%) Mean 
Score Unsure Does not Minor…………………………………………………Major 1 2 3 4 5 
Human Capital 4.2 12.5 4.2 8.3 20.8 25.0 25.0 3.22 
Service Infrastructure 11.5 3.8 3.8 11.5 30.8 23.1 15.4 3.26 
Natural Capital 0.0 0.0 0.0 0.0 100.0 0.0 0.0 3.00 
Public Institutional Capital 0.0 3.2 6.5 12.9 29.0 29.0 19.4 3.32 
Mean 4.8 6.0 4.8 10.8 28.9 25.3 19.3 3.27 
 
Community surveys are undertaken annually and reported on in terms of development from the previous 
benchmark. The results from respondents are summarised in Table 4.7.8. This factor achieved a mean 
MS of 3.27, indicating that it provides a meaningful measure of the success of the administration. 
Although communities have very different needs depending on individual circumstances, community 
satisfaction should be a key factor in establishing whether the City of Cape Town is fulfilling its mandate. 
 
Table 4.7.9: Measuring the success of the City of Cape Town: Public Perception 
 Response group 
Response (%) 
Mean 
Score Unsure Does not 
Minor…………………………………………………Major 
1 2 3 4 5 
Human Capital 4.2 12.5 0.0 8.3 33.3 20.8 20.8 3.17 
Service Infrastructure 7.7 3.8 0.0 7.7 42.3 26.9 11.5 3.33 
Natural Capital 0.0 0.0 0.0 0.0 50.0 0.0 50.0 4.00 
Public Institutional Capital 0.0 3.2 12.9 6.5 25.8 38.7 12.9 3.23 
Mean 3.6 6.0 4.8 7.2 33.7 28.9 15.7 3.26 
 
Similar to community satisfaction, public perception refers to the perception of the broader public as to 
the performance of the City of Cape Town and survey results are presented in Table 4.7.9. It may 
however be that a certain sector of the population is more vocal which can skew the perception, as 
opposed to community surveys which cover the entire metropolitan area to provide a balanced opinion. 
Respondents ranked this as the 3rd best measure of performance, at a mean MS of 3.26. 
 
Table 4.7.10: Measuring the success of the City of Cape Town: Staff Satisfaction Index 
 Response group 
Response (%) Mean 
Score Unsure Does not Minor…………………………………………………Major 1 2 3 4 5 
Human Capital 0.0 20.8 12.5 29.2 16.7 4.2 16.7 2.21 
Service Infrastructure 7.7 3.8 0.0 7.7 38.5 34.6 7.7 3.33 
Natural Capital 0.0 0.0 0.0 0.0 50.0 50.0 0.0 3.50 
Public Institutional Capital 3.2 0.0 9.7 22.6 22.6 29.0 12.9 3.13 
Mean 3.6 7.2 7.2 19.3 26.5 24.1 12.0 2.93 
 
A staff satisfaction index was developed in 2008 and has evolved to a bi-annual survey measuring 
employee engagement. While happy employees no doubt contribute to a well-functioning administration, 
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it is perhaps a little narrow in a navel-gazing sense to use satisfied staff as a measure of the City of Cape 
Town’s success. Nevertheless, the results are summarised in Table 4.7.10 and indicate a mean MS of 
2.93. 
 
Table 4.7.11: Measuring the success of the City of Cape Town: Corporate Scorecard 
 Response group 
Response (%) Mean 
Score Unsure Does not Minor…………………………………………………Major 1 2 3 4 5 
Human Capital 16.7 12.5 8.3 16.7 12.5 25.0 8.3 2.65 
Service Infrastructure 19.2 3.8 7.7 7.7 34.6 23.1 3.8 2.95 
Natural Capital 0.0 0.0 0.0 50.0 50.0 0.0 0.0 2.50 
Public Institutional Capital 6.7 3.3 13.3 13.3 33.3 26.7 3.3 2.82 
Mean 13.4 6.1 9.8 13.4 28.0 24.4 4.9 2.80 
 
The corporate scorecard (SDBIP) is the official measure of success of the administration, and this is 
approved by Council and publically reported annually. The respondents’ results are summarised in Table 
4.7.11 and indicate a ranking of 5th, at a mean MS of 2.80, which is some indication of the importance (or 
lack thereof) attributed to the official measurement tool. Although the SDBIP has been in use for a 
number of years, the City of Cape Town’s system in using the system as a measuring and monitoring tool 
is still maturing. As a legislative measure, the importance of the SDBIP is likely to increase in future 
years. 
 
Table 4.7.12: Measuring the success of the City of Cape Town: Payment ratios 
 Response group 
Response (%) Mean 
Score Unsure Does not Minor…………………………………………………Major 1 2 3 4 5 
Human Capital 25.0 12.5 12.5 4.2 20.8 25.0 0.0 2.44 
Service Infrastructure 11.5 0.0 7.7 15.4 30.8 23.1 11.5 3.17 
Natural Capital 0.0 0.0 0.0 0.0 50.0 50.0 0.0 3.50 
Public Institutional Capital 6.7 13.3 13.3 10.0 40.0 13.3 3.3 2.39 
Mean 13.4 8.5 11.0 9.8 31.7 20.7 4.9 2.69 
 
Payment ratios refer to the proportion of receipts for rates and utility services. Although this is known to 
reduce if service delivery is poor, a number of other factors influence payment ration, such as the 
prevailing economic climate. A mean MS of 2.69 resulted from the respondents’ replies to this as a 
measure of success as indicated in Table 4.7.12. 
 
Table 4.7.13: Measuring the success of the City of Cape Town: Public Protest 
 Response group 
Response (%) Mean 
Score Unsure Does not Minor…………………………………………………Major 1 2 3 4 5 
Human Capital 0.0 16.7 12.5 16.7 16.7 33.3 4.2 2.50 
Service Infrastructure 7.7 7.7 0.0 23.1 42.3 11.5 7.7 2.79 
Natural Capital 0.0 0.0 0.0 0.0 50.0 50.0 0.0 3.50 
Public Institutional Capital 6.5 9.7 12.9 25.8 12.9 29.0 3.2 2.52 
Mean 4.8 10.8 8.4 21.7 24.1 25.3 4.8 2.62 
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Public protest as a measure of lack of service delivery is rather an extreme measure, but fairly common 
in RSA in the 2010’s. The survey results are summarised in Table 4.7.13. The mean MS on the indication 
the presence of public protest relates to success of the City of Cape Town was 2.62, although in 6th 
position, not held to be a very good reflection of the City of Cape Town’s success. 
 
Table 4.7.14: Measuring the success of the City of Cape Town: Community compact 
 Response group 
Response (%) Mean 
Score Unsure Does not Minor…………………………………………………Major 1 2 3 4 5 
Human Capital 41.7 12.5 0.0 8.3 29.2 4.2 4.2 2.43 
Service Infrastructure 19.2 3.8 11.5 3.8 46.2 15.4 0.0 2.71 
Natural Capital 0.0 0.0 0.0 0.0 0.0 50.0 50.0 4.50 
Public Institutional Capital 29.0 6.5 12.9 6.5 38.7 3.2 3.2 2.41 
Mean 28.9 7.2 8.4 6.0 37.3 8.4 3.6 2.59 
 
Community compact refers to the understanding between communities and local government in service 
delivery priorities. Results related to the perception of officials on the importance of this factor in the city’s 
success are shown in Table 4.7.14. 28.9% of respondents were unsure of the measure, as it is perhaps 
not well known as a measure outside of Finance. 
 
Table 4.7.15: Measuring the success of the City of Cape Town: Election results 
 Response group 
Response (%) Mean 
Score Unsure Does not Minor…………………………………………………Major 1 2 3 4 5 
Human Capital 4.2 20.8 12.5 25.0 12.5 16.7 8.3 2.17 
Service Infrastructure 3.8 11.5 23.1 19.2 34.6 3.8 3.8 2.08 
Natural Capital 0.0 0.0 50.0 0.0 0.0 50.0 0.0 2.50 
Public Institutional Capital 6.5 19.4 19.4 6.5 16.1 22.6 9.7 2.34 
Mean 4.8 16.9 19.3 15.7 20.5 15.7 7.2 2.22 
 
Election results were ranked last in the possible measures provided, with a MS of 2.22 indicated in Table 
4.7.15. Politicians may not agree as re-election is seen as an indicator of providing the City of Cape 
Town community with the required services.  
 
 
4.7.1.3. Factors considered in budget approval 
 
The question was put to Sets 1-3 on how line management motivated for budget relating a number of 
factors, as opposed to how the budget process evaluated these same factors. The results were 
combined in the Table 4.7.16. 
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Table 4.7.16: Comparison of perceived importance of factors in the budget process 
 Motivation by line management Budget process impacts 
  
Un- 
sure 
Does 
not 1 2 3 4 5 MS 
Un-
sure 
Does 
not 1 2 3 4 5 MS 
Financial impact                             
Set 1  0.0    0.0    0.0    100   0.0    0.0    0.0    2.00   0.0    0.0    0.0    0.0    0.0    100  0.0    4.00  
Set 2  0.0    0.0    0.0    0.0    0.0    0.0    100   5.00   0.0    0.0    0.0    0.0    0.0    0.0    100  5.00  
Set 3  14.3   14.3   0.0   28.6   0.0   14.3  28.6   3.00  14.3 14.3  0.0   14.3 14.3 28.6 14.3  3.00 
Mean  4.8   4.8   0.0   42.9   0.0    4.8  42.9   3.35  4.8  4.8   0.0   4.8  4.8  42.9  38.1  4.05  
Impact of protection of asset                           
Set 1  0.0    0.0    0.0    0.0    0.0    0.0    100   5.00   0.0    0.0    0.0    0.0    0.0    0.0    100   5.00  
Set 2  0.0    0.0    0.0    0.0    0.0    0.0    100   5.00   100   0.0    0.0    0.0    0.0    0.0    0.0    0.0   
Set 3  28.6   14.3   0.0   28.6   0.0   14.3  14.3  2.60   14.3   14.3   0.0   28.6  14.3  28.6   0.0    2.50  
Mean  9.5   4.8   0.0    9.5   0.0    4.8  71.4   4.37  38.1   4.8   0.0   9.5  4.8  9.5  33.3  3.85  
Environmental impact                       
Set 1  0.0    0.0    0.0    0.0    100   0.0    0.0    3.00   0.0    0.0    0.0    0.0    100   0.0    0.0    3.00  
Set 2  0.0    0.0    0.0    0.0    0.0    0.0    100   5.00   100   0.0    0.0    0.0    0.0    0.0    0.0    0.0   
Set 3  14.3   14.3  14.3  28.6   0.0   14.3  14.3  2.33  14.3  14.3  14.3  14.3  14.3  28.6   0.0    2.33  
Mean  4.8   4.8   4.8   9.5  33.3  4.8  38.1   3.50  38.1  4.8  4.8  4.8  38.1  9.5   0.0    2.69  
Social impact                             
Set 1  0.0    0.0    0.0    0.0    0.0    0.0    100   5.00   0.0    0.0    0.0    0.0    100   0.0    0.0    3.00  
Set 2  0.0    0.0    0.0    0.0    0.0    0.0    100   5.00   100  0.0    0.0    0.0    0.0    0.0    0.0    0.0   
Set 3  14.3   14.3  14.3  28.6   0.0   14.3  14.3  2.33  14.3  14.3  28.6  14.3  14.3  14.3   0.0    1.83  
Mean  4.8   4.8   4.8   9.5   0.0    4.8  71.4   4.20  38.1  4.8  9.5  4.8  38.1  4.8   0.0   2.46  
 
In all instances, there is a wide disparity between the opinion of Sets 1-3 in how line management is 
perceived to understand the process and motivates for budget, compared to how budgets are actually 
allocated. The table is ordered according to the highest score attributed by Finance. The order of 
importance attributed to Line management is: 
· Impact of protection of asset; 
· Social impact; 
· Environmental impact, and 
· Financial impact. 
This may serve as reinforcement that a gap exists in understanding of budgeting between Finance and 
Line management, and this is perceived by both entities.  
 
4.7.2. Interview and Secondary Data 
 
CFO Interview question: Does the City of Cape Town have mechanisms for measurement of 
social and environmental impacts? If yes, please describe 
Survey: Yes 
Interview: Social development is becoming a combined competency, working with province. The 
principal social development city responsibility is early childhood development – allowing 
mothers to work as they have alternative options to look after their babies. Through an 
SLA with Province, it is becoming a competency. Below the line, social issues should 
perhaps be more apparent. Environmental issues feature on every report template but 
social issues don’t. 
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CFO Interview question: If you consider the city as a system, taking the core business of local 
government into consideration, what measures would you use to 
evaluate the success of the administration? 
Survey: The corporate scorecard / SDBIP’s 
Interview: Scorecard otherwise known as the Community compact – which is measured each 
month. This provides for corrective action to be taken if necessary.  The corporate 
scorecard underpins the process; a promise to the community that the City of Cape 
Town will achieve the following targets. The City of Cape Town makes the promise, but 
whatever the community decides it wants will go in the end. 
 
4.7.3. Summary 
 
· The survey indicates agreement that the budget process can be improved upon; 
· The majority of respondents agreed that value is sometimes sacrificed for legislative compliance; 
· There is a general lack of knowledge as to the existence of environmental and of social measures 
impacting on budget decisions, with the majority of respondents unsure of whether or not they exist; 
· On whether they were able to measure social impacts of their infrastructure, scores ranged across 
the spectrum, with high incidence of respondents unsure; 
· Respondents were similarly ambivalent about the possibility of rating the environmental impact of 
infrastructure; 
· The tools most appropriate to measure success of the City of Cape Town overall was rated by 
respondents. It appears that some of the measures ranked highly are internally focused which may 
have an impact on how items are prioritized; 
· External measures such as public protest scored relatively low in importance; 
· A disconnect appears to exist between the budget process as perceived by Finance and that of Line 
management; 
· Environmental issues are reflected on the standard report templates and thus have to be considered 
in any funding request, and 
· Social issues are not blatantly dealt in reports. Social issues are dealt with more subtly although the 
City of Cape Town’s role in social development has increased. 
 
 
4.8 CONCLUDING REMARKS 
 
The data gathered through surveys, interviews and published information applicable to the 7 sub- 
problems was presented, analysed and summarised in this chapter. Overall, 93 respondents participated 
in completing one of four surveys distributed to various levels of City of Cape Town staff, interrogating 
over 70 ratings. Survey comments are attached as Annexure 12. In the next chapter, the findings are 
used to test the hypotheses, followed by inclusion in a model to address the main problem. 
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5 HYPOTHESES TESTING 
 
The chapter presents a brief evaluation of the hypotheses, based on the analysis of the presented 
data. 
The reader will find value in the following: 
· Understanding why the hypotheses are rejected or supported, and 
· Providing opportunities for further research in areas where improvement beyond the scope of 
this study can be found. 
 
 
5.1 HYPOTHESIS 1 
Infrastructure investment over the past decade has not been sufficient. 
 
Finding 
If infrastructure investment had been sufficient over the past decade, infrastructure would meet 
communities’ needs both in scale and condition. The hypothesis is thus supported. 
 
Infrastructure provision does not extend to all people resident in the metropolitan area, as evidenced in 
the existence of households below minimum service level. Infrastructure in use is visually in need of 
maintenance. Continuous urban growth requires continuous provision of new infrastructure and 
augmentation / replacement / maintenance of old infrastructure. 
 
5.2 HYPOTHESIS 2 
The cost of funding the administration of infrastructure of the City of Cape Town has not been 
determined. 
 
Finding 
The research has shown that the cost of funding varies from year to year, balancing income and 
expenditure in sympathy with various factors such as the economic climate and bulk utility purchases 
rather than determining the actual requirement to fund local government mandate; the hypothesis is thus 
supported. 
 
A municipal budget has to maintain a fine balance between revenue and expenditure. Rates and service 
charges contribute more than three quarters of the operating budget. This revenue has to be allocated in 
a manner that allows the municipality to meet all legislative requirements in running the administration 
and provide services to residents to justify the revenue. The cost cannot be determined – whatever is 
available will easily be absorbed, and it is nearly impossible to imagine a situation when there are no 
budgetary constraints. All other things being equal such as number of households, population, 
unemployment figures, global economy, and resource constraints, the budget will always be a 
compromise.  
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The administration is large in terms of number of staff, budget, value and number of assets, systems, and 
infrastructure. The size of the administration reduces its responsiveness and agility, and negates the 
possibility of large fluctuations in budget. 
 
There is space to pursue creative solutions and technologies, although funding has limited flexibility. 
 
5.3 HYPOTHESIS 3  
The economic impact of infrastructure investment is not considered by all structures and individuals who 
have an impact on allocating money. 
 
Finding 
Evidence revealed that the economic impact of investment is not considered by all structures and 
individuals and the hypothesis is thus supported. 
 
The city operates in silos – in part due to the sheer magnitude of the operation, but also influenced by 
gate keeping, history, and structural inefficiencies. The silos interact according to a fixed structure, but 
more so at higher levels of management. The bulk of the budget is committed prior to any individual 
budget requests, based on past expenditure, staff remuneration, and operating the City of Cape Town. 
 
Although the City of Cape Town largely relies on centralized services, the centralization process has not 
been taken to conclusion. 
 
5.4 HYPOTHESIS 4 
Legislation and performance management results in budgets that are incorrectly allocated to certain 
projects. 
 
Finding 
Compliance to legislation and adherence to performance goals were shown to influence budget allocation 
and the hypothesis is therefore supported. Individual projects where this occurred were however not 
identified. 
 
All budget allocations follow a process – either formal, or ad-hoc, which entails an adjustment budget. 
Performance measures influence how decisions are made. Demand management is aspirational at this 
stage but making progress. 
 
5.5 HYPOTHESIS 5  
Budget allocation is based on spurious criteria while infrastructure-funding avenues are limited.  
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Finding 
Infrastructure funding avenues have been shown to be limited, and budget allocation outside of meeting 
commitments appears to be based on not altogether consistent criteria. The hypothesis is thus 
supported. 
 
The general opinion is that of resource scarcity. It is considered that many factors play a part in 
motivating budget, which may provide scope for confusion and inefficient allocation. 
 
5.6 HYPOTHESIS 6 
Holistic strategic intent is not considered in budget allocation. 
 
Finding 
The level of fragmentation explicit to the budget process negates the existence of a holistic strategic 
intent. The hypothesis is therefore not rejected. 
 
The survey results indicated an apparent lack of common vision across departments. There appears to 
be a reasonable understanding of the process, and some flexibility in managing departmental budgets. It 
appears that the balance between outsourcing and core business has not been realised. 
 
Historically, the level of responsibility versus the level of formal qualification is high. Notwithstanding the 
quality of the legislation, systems in place and structure, there is much scope for loss of value through 
poor allocation.  
 
5.7 HYPOTHESIS 7  
Effective decision making models based on relevant economic measures can be used to harness value. 
 
Finding 
Decision making models have been shown to be not based on relevant economic measures, and the 
hypothesis is thus not rejected. 
 
Budget has been shown to be based largely on meeting commitments – not only for work-in-progress 
and contracts with service providers, but to cover staff costs and operational expenses incurred in 
keeping the City of Cape Town going. Operational expenditure does not fluctuate greatly from year to 
year and is based on history plus parameter increase, with the onus on line departments to ensure value 
for money. 
 
The level of seniority and qualification of staff engaged in deciding on budgets appears to be wide, and 
consistent measures have not been identified, let alone implemented. Line management has access to 
operational information pertinent to their function, while Finance has responsibility to control the overall 
allocation. The survey indicated that a disconnect exists between line management’s understanding of 
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the budget process and the reality implemented by the Finance directorate. 
 
Somehow at the level of directorate finance managers, there could be an opportunity to strike a 
compromise. At present these managers operate along the lines of compliance officers, who may fight for 
a certain intervention, but generally not with the bigger picture of the City of Cape Town at heart. 
Compliance being as onerous as it is, takes much of their time, and true value-based interaction is 
unlikely to occur.  
 
5.8 CONCLUDING REMARKS 
 
All seven hypotheses were supported through the research, as below: 
· Infrastructure investment over the past decade has not been sufficient; 
· The cost of funding the administration of infrastructure of the City of Cape Town has not been 
determined; 
· The economic impact of infrastructure investment is not considered by all structures and individuals 
who have an impact on allocating money; 
· Legislation and performance management results in budgets that are incorrectly allocated to certain 
projects; 
· Budget allocation is based on spurious criteria while infrastructure-funding avenues are limited; 
Holistic strategic intent is not considered in budget allocation, and 
· Effective decision making models based on relevant economic measures can be used to harness 
value. 
Having confirmed the hypotheses, the research study seeks to provide options to improve the efficacy of 
budget allocation premised on the insight gained through the research. 
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6 MODEL DEVELOPMENT – CONTRIBUTION TO KNOWLEDGE 
 
The chapter presents proposals for the development of a number of models to enable better decision-
making at the City of Cape Town through interventions that are proposed to ensure value 
optimisation. A brief feedback validation survey from selected senior officials is analysed and included 
in testing the appropriateness of the models. 
 
The reader will find value in the following: 
· Connecting the theoretical study with practical application; 
· The proposed models, and 
· Practical application validation feedback. 
 
 
6.1 INTRODUCTION 
 
Compared to other municipalities in RSA, and particularly the other metropolitan municipalities, the City 
of Cape Town has consistently achieved well over the past decade. There is always room for 
improvement, and winning the race in RSA by no means predicates a happy, healthy society in terms of 
municipal services. Social inequality in itself provides a very visible indicator that room for improvement 
abounds. 
 
Legislation, systems and processes provide a rigid framework within which the administration operates. 
In a perfect world, people would have perfect information to make perfect decisions. However, the world 
is chaotic, people are far from perfect, and priorities vie for resources, as is evidenced through the social 
inequality and environmental degradation in society. 
 
People cope with complexity in different ways. A common way of managing complexity is to break 
complex processes into manageable portions. In doing so, the advantage of integration is often lost. 
Furthermore, silo thinking tends to yield duplication, often through localised efficiencies at the cost of 
overall value. Personal preference of medium plays a part in how different people assess value. Some 
people are comfortable with text – either verbal or written, others with complex spread sheets. Appealing 
to a broad group of stakeholders through a single medium is unlikely to yield best results. Spread sheets 
and storylines are required in any model, but the benefit of graphical representation could improve results 
as a picture can be more easily understood and interpreted. Furthermore, people are good at spotting 
patterns subconsciously. Constructive creative space may evolve in the presence of intuitive trust, 
combined with a framework to measure and verify against.  
 
It is proposed that a number of models be developed to assist the City of Cape Town in improving 
decision making around budgets. It is possible that further benefits will accrue due to the variety of the 
models proposed. Models provide frameworks, with embedded information, which can make it easier to 
deal with detail, which provides space for evaluating alternatives and analysing social issues in more 
detail. Models tend to simplify data, yielding approximations of the truth, resulting in some inaccuracy in 
detail. In simplifying life, models have the potential to provide clarity within a plethora of facts that can 
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result in improved understanding of the world. Because models are never completely right, constant 
development and improvement is required. Models have multiple benefits: 
· Models can explain and predict phenomena - to get the logic correct, more than just descriptions 
are required and models provide scope for that; 
· Models have the potential to increase the quality of thinking; 
· The variety that can be provided through models reduces risk by being comprehensive; 
· Rational choice is not necessarily applicable in all instances. Modelling realistic behaviour 
requires models that assume rational behaviour, as well as some that behave irrationally; 
· Models do not have to be mathematical, or physical or computational, but can take any form, and 
· Using models may be counterproductive if too much confidence is put into a single model. A 
combination of models dramatically improves accuracy. 
 
If it had been easy to create a fixed numerical framework to rate and measure the impact of interventions 
and thus prioritise budget, it would have been done. Many of the interventions that could result in positive 
change are abstract rather than tangible, and measuring, and applying relative scores may be fairly 
meaningless. This does not mean that interventions may not be effective, but ensuring implementation is 
challenging, especially given the scale of operations and number of role players. Transformation of mind-
set is difficult to quantify but transformed individuals behave in a manner that has intrinsic value. 
Experiencing an environment of trust, while not tangible, is nonetheless a real experience with real 
benefits.  
 
Since the inception of this study, in an evolutionary government landscape, much has changed as 
evidenced for example by the number and content of MFMA circulars. For this reason, the model 
proposals in this chapter remain at a high level, providing a general direction rather than a detailed 
implementation plan. Some of the initiatives may already have been addressed to a certain extent, 
through the current IDP and leadership, but value may yet be extracted from a more holistic drive to 
improve budget allocation in the City of Cape Town. 
 
6.2 TYING THE FINDINGS TO A MODEL 
 
The findings in the previous chapter serve to inform the model required in providing better value. Given 
the size and complexity of the budget process, it must be borne in mind that to be of any practical use, a 
model will need to be simple and have wide application that appeals to staff at various levels. 
Furthermore, the systems and mechanisms in place that ensures unqualified audits and legislative 
compliance must not be compromised. The applicable model is indicated in brackets. 
 
· Hypothesis 1: Infrastructure is under pressure 
o The study confirms that infrastructure is in fact under pressure, which means that interventions 
are necessary to relieve the pressure i.e. provide additional, while augmenting and maintaining 
existing infrastructure of all types, and  
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o The model should aim to add value by providing guidance in terms of: 
· Identifying / confirming areas of highest need and aligning budget to these; 
· Benefits to the city of integration and best spend decisions; 
· Quantifying infrastructure required and to be maintained, and 
· Management of assets to assist in budget allocation. 
 
· Hypothesis 2: The cost of funding the administration of infrastructure of the City of Cape Town has 
not been determined  
o The study shows that a delicate balance exists between income and expenditure, one that 
considers, inter alia, need, affordability, growth, and true costs, and  
o Where the model can add value is by: 
· Improving efficiency in optimizing budget spend so that more can be done without 
additional financial resources; 
· Integration of budgets for high-level view given the complexity; 
· Providing space for flexibility within strict controls already in existence, and 
· Quantifying challenges in understandable manner. 
 
· Hypothesis 3: The economic impact of infrastructure investment is not considered by all structures 
and individuals who have an impact on allocating money 
o The study shows that the authority to allocate budget is devolved to a large number of staff at 
various levels, whom, while following official guidance from Finance and National Treasury, can 
make decisions serving diverse objectives in very different ways. Education, background and 
experience all influence how priorities are served, and historically, social and environmental 
aspects in particular are not consistently considered, and 
o Where the model can add value: 
· Improve understanding of all involved in pursuing a common goal or vision; 
· Engage staff to participate meaningfully with the best interests of the city at heart; 
· Determining the committed versus discretionary portions of the operational budget, 
where committed costs are concerned with keeping operations functioning including all 
corporate responsibilities; 
· Provide easily legible social and environmental considerations, and 
· Asset management model to ensure that money is available to maintain assets and 
remove the emotional responsibility from the staff member. 
 
· Hypothesis 4: Legislation and performance management results in budgets that are incorrectly 
allocated to certain projects. 
o The results of the study confirm that budget is sometimes allocated to items where performance 
is relatively easier to achieve, which is measured in terms of service delivery performance. The 
directive to spend within the strict confines of accounting periods further informs priorities, and 
o Where the model can add value: 
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· Provide a platform of trust where legislation can be interpreted to be as enabling as 
possible; 
· Continue in complying for unqualified / clean audits, and 
· Support the demand management approach to overall budgeting. 
 
· Hypothesis 5: Budget allocation is based on spurious criteria while infrastructure-funding avenues 
are limited  
o The scale of the budget is such that line management mostly bears the responsibility for 
budgeting. The capital budget comprises only a small portion of the overall budget and 
opportunity to influence outcomes through BSC and public participation is limited.  Reliable, 
relevant, practical criteria must be developed to result in repeatable outcomes;  
o Where the model can add value: 
· Use graphical geographic model to check that budget is allocated to priority areas; 
· Provide some certainty to staff that their work will be funded when required, and that all 
staff develop the ability to consider the greater good, and 
· Resource scarcity will not pass and funding mechanisms come at a cost. The model 
should assist in the aspiration to be financially sustainable. 
 
· Hypothesis 6: Holistic strategic intent is not considered in budget allocation  
o The study shows that while the IDP provides guidance, its application is inconsistent and can be 
motivated to support a variety of different agendas, and 
o Where the model can add value: 
· The strategic intent of the City of Cape Town as encapsulated in the core values 
underpinning the IDP must be assimilated by every staff member, and communicated to 
the customer base; 
· Improve understanding of all involved in pursuing a common goal; 
· Engage staff to participate meaningfully, and 
· Engage communities to understand challenges and work together with the City of Cape 
Town in achieving its vision. 
 
· Hypothesis 7: Effective decision making models based on relevant economic measures can be used 
to harness value 
o The study indicated a differing response broad enough to determine that value could be 
optimized in providing decision making tools which are easy to apply, and  
o Where the model can add value: 
· Tie together various aspects to provide bird’s eye clarity; 
· Be simple and intuitive to implement, and 
· Provide integration between Line and Finance. 
 
A three-tiered strategy is proposed as per Figure 6.1 to ensure that: 
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· The momentum of what works and is aligned to the IDP is not lost, but continues to be 
supported. Clearly it is necessary to continue directing, running and operating the City of Cape 
Town to deliver on the municipality’s constitutional mandate. As long as the current world order 
prevails, no single area, city or country can afford to be radically independent and thus 
obligations have to be met and an enabling business environment sustained; 
· A paradigm shift in mind-set be pursued to derive the benefit of an overall strategic intent to 
ensure that the long-term goal is achieved. While the first requirement of the strategy is to sustain 
society, in parallel, working towards an ideal of a better world may shape and improve outcomes 
along the way. For example, a change in mind-set of basic needs requiring a stand-alone house 
and a personal car to one where shelter, mobility, access and community are understood as 
basic needs, and 
· Empowering people along the way to make sure that continuing operations and pursuit of long-
term goals do not result in casualties along the way. People have often been marginalised in 
pursuit of a goal that would benefit a small fraction of society. In the age of information, this 
cannot be tolerated. Furthermore, man’s interdependence on and intrinsic part of the natural 
environment requires that the entire eco-system must be considered kindly in the strategy.  
 
Figure 6.1: Three-pronged approach 
 
 
An integrated model aligned with principles of good corporate governance requires triple bottom line 
reporting, ensuring that financial, environmental and social measures are considered in assessing the 
value of each decision. 
 
In summary, the interventions emanating from the hypotheses, which will be further explored are listed 
below: 
· Regional prioritisation model; 
· Asset management model; 
· Common vision and values model; 
· Staff transformation model; 
· Integration model, and 
· Triple Bottom Line model. 
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6.3 COMBINATION OF MODELS 
 
Over the years, the City of Cape Town has used various prioritisation models, applicable mainly to capital 
expenditure, although they have been applied to projects funded by the operating budget. Typically, 
projects are scored in weighted categories, and a final score achieved per project. Categories include: 
· Alignment with strategic objectives; 
· Addressing of perceived risks; 
· Addressing the backlog, both in new construction and maintenance; 
· Compliance to legislation, especially Health, Safety and Environment; 
· Expanding capacity of service delivery; 
· Capital and operating costs; 
· Stage in project life; 
· Capacity of resources to undertake necessary work; 
· Interdependency on other directorates, and 
· Contribution to economic development. 
The efficacy of such models can be hampered through crafting of creative motivations for funding – for 
example the strategic objectives of a local authority tend to encompass an entire spectrum of social and 
economic services, providing space to motivate for virtually any expenditure. Addressing a backlog is the 
natural consequence of any environment suffering from perpetual scarcity of resources. Sustainability 
considered in design can result in higher capital costs upfront, but significantly reduce the life cycle cost 
in financial, environmental and social terms.  An effective model should result in budgets being applied to 
best effect at source, i.e. by the lowest delegated staff member without punitive measures threatened to 
comply. It should be easier to find the best spend of money rather than paint foyers simply to comply with 
the goal of spending operational repairs and maintenance budgets. 
 
Covering the business of local government in all its complexity would require a highly specialised model, 
which would require specialised skills to implement. In reality, any model that attempts to grade initiatives 
numerically will be of value, particularly if combined with interventions with the potential to enhance trust, 
integration and cooperation. Thus a combination of models and strategies addressing different angles of 
the research problem has the potential of being more practical, broadly applicable and implementable 
than a single model. To reiterate some of the intrinsic problems in arriving in sound budget decisions: 
· The intent of municipal officials is often good but diluted by overwhelming administration involved 
in any task; 
· Educational level of staff versus level of responsibility; 
· Time imperative meeting legislative deadlines within each financial year; 
· Scope of municipal service offering and difficulty in integration amongst directorates; 
· Changes in political leadership and objectives; 
· Restrictive legislation resulting in over-reliance on audit and requirement for legal services, and 
· The greater portion of the budget is spoken for in maintaining the fixed establishment, which is by 
nature inflexible and resistant to change in the medium term. 
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The combined model has to deal with complexity and provide a broad scope and sufficient appeal to be 
authentically adopted. A narrative will be useful to ensure understanding and engagement rather than 
mere compliance. Graphical aids should be incorporated where possible, such as regional or area maps, 
and interactive graphs to plot impact should be used rather than spread sheets. City of Cape Town 
officials, as the rest of the business world, tend to focus on hard measures rather than intuitive, so-called 
‘soft-skill’ interventions.  
 
Teamwork determines that combinations of people derive better solutions in interaction than the sum of 
the individuals. To harness this is a challenge. Diversity multiplies value in any team. This happens 
through combining different perspectives, interpretations, heuristics and predictive models into a 
framework or cognitive toolbox (Miller & Page, 2007: 8). Although diversity may complicate the process of 
agreeing rational choices, pursuit of a common goal paves the way for more integrated decisions. 
 
Whichever models are implemented, certain aspects of the budget process are non-negotiable: 
· Good corporate governance, in the broadest possible sense; 
· Compliance with legislation, and 
· Fiscal discipline. 
 
6.3.1. Regional Prioritisation model  
 
Apartheid planning resulted in an undeniable disparity of service delivery within the municipal area. The 
current administration purports to have a pro-poor focus, but this is not as evident on the ground as it 
may have been expected to be. A regional prioritisation model proposes to integrate geographic location 
with service delivery and socio-economic measures. 
 
Sub-councils have been included in the budget process entrenching a more regional approach. 
Interaction has been focussed on capital budgets, where projects have defined geographical boundaries 
and are easier to deal with. Sub-councils further have an opportunity to submit budget priorities within 
their regions, providing scope for inclusion in the budget. A well-defined and entrenched system of wards 
and sub-councils exists in the City of Cape Town. There are 111 wards, which fall into 24 sub-councils 
and 8 Health districts. Officials work with a variety of districts, for example Health districts being a 
frequently used geographic reference in terms of managing operations. Other directorates and 
departments have determined fewer or more districts to sensibly divide their portfolios for operational 
efficiency. Information may be available in different forms depending on the directorates, but needs to be 
consolidated to provide a graphical depiction, by ward and sub-council and must include, though not 
limited to: 
· Population, and number of households; 
· Service statistics; 
· Income level / LSM / other measures; 
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· Community satisfaction; 
· Crime statistics; 
· Unemployment; 
· State of infrastructure, and 
· Bulk votes across boundaries. 
Caution should be exercised as sub-councils contain many thousands of households that are not 
homogenous, and mostly contain a mix of socio-economic status and conditions.  
 
The 2001 Census provided information used by Statistics SA resulting in useful indicators. Results 
apposite to these measures of the 2011 census will only be made available in 2013, and thus the current 
information based on 2001 statistics will be used. The composite socio-economic status indicator (SES) 
and Service Index by Ward are shown in Table 6.3.1, while Figure 6.2 indicates the geographical spread 
of the SES indicator. The SES indicator comprised the following, based on percentages from the 2001 
census, in 105 wards that existed in 2006: 
· Income: Households earning below a certain amount, pegged at R19 500 per year; 
· Education: Adults without matric; 
· Unemployment: Economically active population unemployed, and 
· Occupational status: Elementary and unskilled occupations as a proportion of those employed.  
 
The Service Index relates to basic services, resulting in a service index as an average of the following 
factors: 
· Dwelling type: % of households living in informal dwellings; 
· Electricity: % of households without electricity for lighting; 
· Sanitation: % of households without chemical or flush toilets; 
· Water: % of households without potable water on site, and 
· Refuse: % of households with no weekly refuse removal. 
 
Table 6.3.1: SES and Service Index indicators by Ward 
WARD Education Employment Income Occupation Status 
SES 
index 
Dwelling 
type Electricity Sanitation Water Refuse 
Service 
Index 
Ward 1 21.91 3.27 7.65 5.36 9.55 0.31 0.42 0.95 3.52 0.17 1.08 
Ward 2 26.97 4.26 13.58 5.28 12.52 0.24 0.58 0.75 2.17 0.19 0.79 
Ward 3 22.43 3.73 9.88 4.16 10.05 0.50 0.45 0.91 3.88 0.52 1.25 
Ward 4 36.83 14.39 23.13 11.61 21.49 5.19 3.21 1.53 4.11 0.50 2.91 
Ward 5 36.03 4.79 9.66 3.64 13.53 0.23 0.54 0.70 4.08 0.24 1.16 
Ward 6 77.31 43.35 66.31 39.20 56.54 69.33 43.34 28.01 43.79 3.28 37.55 
Ward 7 64.63 16.25 19.04 20.96 30.22 3.98 1.03 2.31 7.00 1.71 3.21 
Ward 8 30.08 5.51 11.63 8.45 13.92 0.94 2.17 3.60 7.45 8.43 4.52 
Ward 9 54.48 23.84 30.29 21.67 32.57 7.47 2.45 4.69 2.63 0.46 3.54 
Ward 10 51.00 11.03 15.54 10.14 21.93 1.14 0.30 1.66 5.69 0.32 1.82 
Ward 11 52.79 19.77 31.54 16.56 30.17 8.78 2.21 2.62 4.90 0.29 3.76 
Ward 12 79.76 26.79 30.63 22.36 39.89 3.36 2.37 3.87 4.14 0.28 2.80 
Ward 13 85.96 33.80 49.92 25.82 48.88 3.52 0.64 3.82 9.55 0.36 3.58 
Ward 14 58.88 20.40 26.70 19.65 31.41 6.40 6.74 7.31 8.22 7.89 7.31 
Ward 15 70.48 19.01 32.31 26.61 37.10 11.28 10.55 12.60 10.70 7.96 10.62 
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WARD Education Employment Income Occupation Status 
SES 
index 
Dwelling 
type Electricity Sanitation Water Refuse 
Service 
Index 
Ward 16 70.18 21.75 24.40 23.72 35.01 4.70 1.35 2.40 3.98 0.90 2.67 
Ward 17 71.91 27.40 34.42 24.78 39.63 6.50 3.84 4.84 5.89 0.46 4.30 
Ward 18 79.78 57.17 76.36 40.60 63.48 46.67 43.30 26.85 47.67 9.71 34.84 
Ward 19 78.37 37.54 50.62 24.84 47.84 3.44 1.60 3.03 3.94 1.83 2.77 
Ward 20 82.67 52.40 66.90 30.65 58.16 9.22 2.73 3.32 5.03 0.33 4.13 
Ward 21 13.79 3.17 12.06 8.12 9.29 0.34 0.36 1.08 2.07 0.33 0.84 
Ward 22 62.08 24.02 29.63 15.88 32.90 7.20 5.91 6.06 7.42 4.34 6.18 
Ward 23 19.58 5.86 12.77 7.35 11.39 2.51 4.22 3.00 6.05 5.66 4.29 
Ward 24 84.87 35.21 41.79 23.16 46.26 16.91 13.58 13.58 14.27 6.05 12.88 
Ward 25 76.43 29.94 34.50 22.64 40.88 3.31 3.16 2.57 3.44 0.49 2.59 
Ward 26 63.75 21.12 26.31 13.07 31.06 2.20 2.43 2.78 5.63 2.00 3.01 
Ward 27 43.03 7.26 10.50 5.03 16.46 0.39 0.27 0.86 2.43 0.26 0.84 
Ward 28 78.81 32.65 33.94 22.23 41.91 5.20 4.61 2.54 8.90 4.47 5.15 
Ward 29 76.79 29.41 32.82 22.18 40.30 2.66 1.85 5.05 3.03 2.13 2.94 
Ward 30 76.81 26.44 34.21 16.80 38.57 7.11 2.61 3.48 3.76 1.63 3.72 
Ward 31 79.21 36.76 40.97 22.78 44.93 8.72 1.14 3.76 8.86 0.25 4.55 
Ward 32 77.30 30.35 37.08 26.51 42.81 14.54 14.84 15.47 16.89 5.42 13.43 
Ward 33 76.14 58.46 82.54 44.12 65.32 55.62 48.20 43.99 48.57 43.65 48.00 
Ward 34 78.15 56.68 80.58 44.51 64.98 54.16 40.24 29.25 31.17 7.04 32.37 
Ward 35 70.53 51.68 67.07 31.22 55.13 8.91 4.29 4.16 7.59 2.65 5.52 
Ward 36 80.14 54.01 78.53 44.93 64.40 47.05 41.17 43.98 44.41 10.81 37.48 
Ward 37 78.91 56.54 73.53 38.71 61.92 43.06 28.05 25.75 32.95 3.14 26.59 
Ward 38 69.67 55.61 53.61 34.92 53.45 7.72 3.86 0.92 3.44 0.00 3.19 
Ward 39 80.88 56.25 78.84 47.94 65.98 72.77 31.02 55.55 56.70 9.62 45.13 
Ward 40 72.54 57.75 68.49 36.81 58.90 59.24 53.55 60.26 61.67 0.99 47.14 
Ward 41 68.64 45.58 47.00 25.65 46.72 13.33 10.15 8.22 11.11 4.11 9.38 
Ward 42 77.98 41.93 56.08 27.31 50.83 15.24 3.79 9.76 15.76 3.52 9.61 
Ward 43 61.66 13.59 14.40 9.29 24.74 0.91 0.75 1.95 2.99 0.61 1.44 
Ward 44 75.24 37.52 49.48 22.97 46.30 26.58 18.01 24.69 26.32 1.26 19.37 
Ward 45 78.77 39.37 47.11 28.39 48.41 8.14 1.24 4.19 6.59 0.18 4.07 
Ward 46 73.27 29.57 34.41 16.07 38.33 5.95 1.50 3.95 11.05 0.87 4.66 
Ward 47 86.42 38.08 48.22 27.65 50.09 6.69 0.92 3.80 4.35 0.36 3.22 
Ward 48 53.67 12.79 24.41 10.37 25.31 2.27 2.68 3.21 5.95 1.39 3.10 
Ward 49 77.66 23.93 30.74 14.31 36.66 3.70 0.61 5.75 3.57 0.14 2.75 
Ward 50 85.47 31.44 34.83 20.25 43.00 8.97 0.21 4.10 4.59 0.27 3.63 
Ward 51 64.90 42.87 59.79 35.83 50.85 23.15 14.00 8.78 16.30 0.11 12.47 
Ward 52 76.96 54.05 81.51 41.77 63.57 68.58 51.31 58.24 67.47 7.90 50.70 
Ward 53 35.46 17.38 18.81 8.82 20.12 3.26 2.16 1.47 7.38 0.79 3.01 
Ward 54 22.60 5.78 22.36 10.95 15.42 0.43 1.01 1.23 3.86 0.71 1.45 
Ward 55 48.32 12.80 24.73 7.11 23.24 1.60 0.72 1.05 3.88 0.45 1.54 
Ward 56 60.24 17.43 20.48 10.74 27.22 4.68 1.22 3.36 4.08 0.25 2.72 
Ward 57 38.91 11.82 23.55 8.00 20.57 0.64 1.29 1.43 3.43 0.47 1.45 
Ward 58 14.56 3.50 14.57 4.40 9.26 0.29 0.95 0.88 3.08 0.54 1.15 
Ward 59 12.02 2.74 19.17 7.13 10.27 0.45 0.84 1.10 2.87 0.50 1.15 
Ward 60 43.30 8.71 15.72 8.21 18.99 0.92 1.10 1.34 5.70 0.63 1.94 
Ward 61 48.93 13.39 19.79 18.17 25.07 5.36 3.11 4.69 6.45 1.50 4.22 
Ward 62 24.34 5.55 14.90 6.86 12.91 0.43 0.81 0.82 3.81 0.27 1.23 
Ward 63 37.46 7.45 13.33 6.00 16.06 0.68 1.55 1.34 3.82 0.31 1.54 
Ward 64 55.29 18.72 30.56 16.67 30.31 7.10 3.95 4.85 6.51 2.96 5.07 
Ward 65 66.27 16.96 23.02 13.86 30.03 4.48 1.44 3.13 4.93 0.38 2.87 
Ward 66 75.37 25.80 33.28 20.08 38.63 5.62 0.89 4.27 4.17 4.91 3.97 
Ward 67 68.74 22.83 30.02 15.35 34.24 7.76 2.43 5.96 13.44 0.36 5.99 
Ward 68 79.53 25.26 37.27 20.19 40.56 4.98 0.51 4.46 4.99 0.25 3.04 
Ward 69 43.07 32.36 35.76 20.49 32.92 28.54 7.59 3.46 8.12 3.26 10.19 
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WARD Education Employment Income Occupation Status 
SES 
index 
Dwelling 
type Electricity Sanitation Water Refuse 
Service 
Index 
Ward 70 12.61 1.82 12.24 7.86 8.63 0.48 0.56 0.68 2.29 0.67 0.94 
Ward 71 45.67 8.21 14.73 15.91 21.13 0.28 0.38 0.87 4.82 0.60 1.39 
Ward 72 54.31 11.74 17.73 10.15 23.48 1.15 0.90 1.93 4.49 0.25 1.74 
Ward 73 26.56 5.22 16.71 4.27 13.19 0.31 0.54 0.83 2.78 0.24 0.94 
Ward 74 47.00 23.68 34.62 25.10 32.60 30.16 16.34 16.13 22.35 4.78 17.95 
Ward 75 67.84 33.98 41.01 18.25 40.27 9.60 3.79 2.07 3.20 1.90 4.11 
Ward 76 79.04 28.07 33.87 22.46 40.86 2.04 0.61 2.45 3.37 0.24 1.74 
Ward 77 22.78 7.82 20.68 5.60 14.22 0.92 1.17 1.65 4.13 1.30 1.83 
Ward 78 71.87 21.39 21.26 14.33 32.21 1.19 0.31 1.51 3.12 0.28 1.28 
Ward 79 80.14 27.09 29.14 21.00 39.34 2.85 0.43 2.52 3.08 0.21 1.82 
Ward 80 81.11 51.68 80.91 44.01 64.43 78.22 84.09 81.89 84.50 40.44 73.83 
Ward 81 72.47 18.80 18.59 13.54 30.85 2.02 0.35 2.74 4.56 0.23 1.98 
Ward 82 86.73 37.23 40.03 24.17 47.04 3.38 0.32 2.55 4.00 0.20 2.09 
Ward 83 28.61 9.29 19.30 8.16 16.34 1.31 0.45 1.86 4.04 0.38 1.61 
Ward 84 17.53 4.95 14.93 9.47 11.72 0.47 0.74 0.99 2.77 3.85 1.77 
Ward 85 69.46 43.53 66.63 44.03 55.91 52.39 49.68 39.86 56.53 33.01 46.29 
Ward 86 77.11 43.65 66.88 38.03 56.42 44.19 27.16 29.76 53.39 20.54 35.01 
Ward 87 75.77 52.03 65.34 40.16 58.33 78.48 16.74 16.87 30.01 0.24 28.47 
Ward 88 78.95 45.36 64.58 27.66 54.14 33.02 25.72 25.69 24.43 22.52 26.28 
Ward 89 81.22 56.86 75.09 46.13 64.83 96.17 34.29 44.32 48.49 0.62 44.78 
Ward 90 82.51 55.07 82.63 45.30 66.38 78.08 52.18 70.63 71.09 9.41 56.28 
Ward 91 78.87 55.62 82.07 46.45 65.75 79.56 54.21 63.66 68.08 4.51 54.00 
Ward 92 74.03 48.54 75.09 43.96 60.41 56.52 32.21 41.86 44.50 2.38 35.50 
Ward 93 77.85 53.17 77.73 45.88 63.66 77.60 36.82 67.15 68.44 9.98 52.00 
Ward 94 63.31 43.43 52.86 36.49 49.02 20.92 11.64 11.19 12.64 0.18 11.31 
Ward 95 79.34 51.65 75.56 39.43 61.50 37.52 3.13 1.14 7.52 0.23 9.91 
Ward 96 79.36 52.25 73.08 40.72 61.35 75.18 4.15 1.01 1.74 0.23 16.46 
Ward 97 69.75 39.99 57.46 37.04 51.06 33.63 2.54 1.22 2.05 0.37 7.96 
Ward 98 67.36 44.06 60.03 33.25 51.18 43.79 3.02 1.44 4.05 0.22 10.50 
Ward 99 83.20 48.56 68.63 30.05 57.61 54.43 13.64 54.95 58.61 22.74 40.87 
Ward 100 65.14 19.98 37.85 27.35 37.58 7.97 7.44 10.92 13.39 7.64 9.48 
Ward 101 75.93 50.88 67.49 26.02 55.08 4.11 39.67 1.74 2.63 1.36 9.90 
Ward 102 40.87 11.95 10.94 9.94 18.43 1.51 0.57 0.83 2.79 0.27 1.19 
Ward 104 58.18 38.87 53.31 23.39 43.44 0.87 1.65 2.28 4.87 3.05 2.54 
Ward 105 52.10 13.59 35.12 33.41 33.56 19.77 33.41 27.53 32.23 27.80 28.15 
Ward 106 22.48 4.36 9.59 7.16 10.90 4.68 14.53 12.55 9.61 29.71 14.22 
AVERAGE 61.09 28.56 39.61 22.51 37.94 18.17 10.93 12.08 15.19 4.27 12.13 
MEDIAN 69.67 26.79 34.21 22.18 38.63 5.95 2.54 3.48 5.69 0.71 4.07 
SD 21.40 17.69 22.85 12.86 17.52 24.86 16.89 18.50 19.78 8.22 16.30 
Where: 
      Education - % of adults (20+) with highest qualification < Matric 
 Employment - % of economically active unemployed 
 Income - % of households earning < R19300 pa 
 Occupational status - % of labour force in unskilled occupations 
 Dwelling type - % of households living in Informal Dwellings 
  Electricity - % of households with no access to electricity for lighting 
Sanitation - % of households with no flush or chemical toilet 
  Water - % of households with no potable water on-site or in-dwelling 
 Refuse - % of households with no refuse removal by local authority weekly or less 
 
 
 
Chapter 6: Model Development  2 April 2013 
   197
Figure 6.2: SES indicators by Ward 
 
To simplify implementation, the model could consider sub-councils rather than wards. The data has thus 
been consolidated into the SES and Service Index mean and median, and colour coded in line with the 
City of Cape Town’s 2006 data as presented in Table 6.3.2. 
 
Table 6.3.2: Indicators by Sub-council  
Sub 
council 
 2001 
Population 
 SES   Service Index  
Ward  Ave   Median   Ave   Median   Priority  
1 4, 23, 29, 32, 104 134,408 29.91 33.56 10.34 4.29 6 
2 6, 7, 8 100,432 33.56 30.22 15.09 4.52 5 
3 1, 3, 5, 70 99,265 10.44 9.80 1.11 1.12 10 
4 25, 26, 27, 28, 30 151,489 33.77 38.57 3.06 3.01 7 
5 13, 20, 24, 31, 50 151,227 48.24 46.26 5.75 4.13 4 
6 2, 9, 10, 12, 22 129,797 27.96 32.57 3.03 2.80 8 
7 21, 101, 102, 103, 105 101,482 27.43 18.43 5.74 2.54 7 
8 83, 84, 85, 86, 100 105,032 35.59 37.58 18.83 9.48 4 
9 18, 87, 89, 90,91 145,624 63.75 64.83 43.67 44.78 1 
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Sub 
council 
 2001 
Population 
 SES   Service Index  
Ward  Ave   Median   Ave   Median   Priority  
10 92, 93, 94, 99 125,314 57.67 59.01 34.92 38.19 1 
11 42, 44, 45, 49 108,412 45.55 47.36 8.95 6.84 2 
12 78, 79, 81, 82 134,472 37.36 35.78 1.79 1.90 8 
13 33, 34, 35, 36 109,206 62.46 64.69 30.84 34.93 1 
14 37, 38, 39, 40, 41 110,415 57.39 58.90 26.29 26.59 1 
15 51, 52, 53, 55, 56, 57 144,384 34.26 25.23 11.98 2.87 6 
16 54, 74, 77 69,433 20.75 15.42 7.08 1.83 8 
17 46, 47, 48, 60 124,026 33.18 31.82 3.23 3.16 8 
18 63, 65, 66, 68, 80 167,522 37.94 38.63 17.05 3.04 3 
19 43, 61, 64, 67, 69 130,017 29.45 30.31 5.38 5.07 6 
20 58, 59, 62, 71, 72, 73 140,440 15.04 13.05 1.27 1.19 9 
21 11, 14, 17, 19 147,727 37.26 35.52 4.54 4.03 5 
22 15, 16 84,074 36.06 36.06 6.65 6.65 6 
23 75, 76, 88 94,681 45.09 40.86 10.71 4.11 2 
24 95, 96, 97, 98 83,327 56.27 56.26 11.21 10.21 2 
 
Given the range of data, and the composition of sub-councils, both the average and median of both 
indicators were used in calculating the priorities. Values of 1-5 were assigned to the colour categories, 
and the sub-councils ranked accordingly. The top 4 priorities are highlighted in the table, covering 10 
sub-councils (5, 8, 9, 10, 11, 13, 14, 18, 23 and 24).  
 
These two indicators, combined with the population statistics, crime statistics and community satisfaction 
indicators can provide a reasonable regional indicator based on need, and priority in a budget aimed at 
serving ordinary citizens, as shown in Figure 6.3. The crime statistics released in 2012 were analysed 
and the top 10 suburbs graphically identified. Unfortunately the statistics follow different boundaries to 
that of the demarcated sub-councils, but a definite pattern exists in the overlap of crime priority areas with 
that of SES and Service Index indicators. Crime areas, which fall within sub-councils with lower priority 
indicators, may be attributed to high population density, economic activity and opportunity. 
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Figure 6.3: Sub-councils as at 2011 indicating top priority service and crime intervention areas 
 
 
The identification of areas in need of basic services does not necessarily require an academic exercise, 
and could easily be identified visually, with informal settlements, backyarders displaying the largest lack 
of service and thus in most urgent need of intervention. Mapping is however required to provide structure 
to the cross-subsidisation that exists, to ensure an incremental improvement without the balance of the 
City of Cape Town becoming degraded in an uncontrolled manner. Although the outcome should be an 
integrated model belonging to the city leadership, responsibility for ownership should be allocated at 
executive level to clarify accountability.  
  
The geographic reality cannot be ignored, but in some respects the problems are so overwhelming that it 
becomes daunting to do anything differently. The perceived lack of trust between community and the City 
of Cape Town results in ineffective spending such as vandalism during service delivery protests, and 
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spurious complaints. If an environment of trust could be established together with a comprehensively 
transformed mind-set of the majority of municipal staff, there is potential for the local authority to work 
with the community to provide an agreed set of services, based on issues beyond basic utility services.  
 
The regional prioritisation model above is indicative of the value that could be harnessed through the 
combination of geographic information and meaningful statistical data. The actual content can be 
adapted to the requirements of the leadership using up to date spatial and census information. 
 
6.3.2. Asset management model 
 
The concept behind an asset management model in providing for efficient budgeting is that information is 
available and accessible, informing the actual requirements to cover the cost of maintaining assets in a 
serviceable condition, thus avoiding indirect fruitless expenditure in allowing asset deterioration.  In small 
organisations with only a couple of buildings, vehicles and installations, this is a reasonably simple 
process to develop and maintain. While there is a broad understanding of the constraints provided by 
existing municipal service infrastructure, which restricts approvals of new development, detail information 
on infrastructure items is required to determine best value investment. In complex organisations such as 
the City of Cape Town, the task of tracking asset lifecycles is onerous, but the benefits of having a 
working model in place can significantly change the required funding cycles. 
 
Many departments in the City of Cape Town may have asset inventories containing some of the required 
information to maintain their assets, such as type, make, model, date installed, capital cost, replacement 
value, maintenance, and replacement schedule. The City of Cape Town has assets of which the variety 
and value are vast and way beyond the scope of this study and the intention is not to develop a 
management model to suit all assets, but rather to encourage such development. Many resources are 
available to guide the management of municipal assets, such as the International Infrastructure 
Management Manual from the Institute of Municipal Engineering of South Africa. Ideally, the asset 
inventory needs to be part of the SAP ERP system, having the benefit of being managed and recorded in 
an integrated fashion.  
 
To illustrate the benefit by means of example, the life cycle maintenance costs of typical buildings are as 
shown in Figure 6.4 (Lufkin et al., 2008: 90). The breakdown of cost is based on the calculated cost of 
maintaining the exterior, roofing, stairs and conveyance systems, HVAC, fire protection, plumbing, 
electrical, and mechanical equipment. The graphs compare this calculated cost to the cost over 50 years 
of providing different percentages of replacement cost for maintenance. In the case of the buildings 
shown, the cost of calculated maintenance is between 1% and 2% per year, staggered over a 50-year 
lifespan. The required maintenance expenditure will vary from asset to asset, and across asset classes. 
The cost per square meter is typically higher for single-storey buildings than for multi-storey buildings. 
Note that if a percentage is allocated annually, without the capacity, methodology or discipline to 
accumulate a surplus, the allocation will routinely be spent on the asset rather than be reserved for future 
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use, thus requiring additional funding to be sourced for the once-off expenditure in years 10, 20, 30 and 
beyond.  
 
It is not possible to accurately model and provide funding for proactive maintenance without detailed 
information of each type of asset. At best, provision can be made and rolled over until needed. Within the 
MFMA, it is more likely that the allocation will be spent to augment another emergency or less critical 
expenditure.  
 
Figure 6.4: Lifecycle maintenance cost 
 
 
     Notes: 
· 15 storey building, ±19,000m2 , Single-story building ± 900 m2 
· USD converted to ZAR at 8.88 (as at 24 November 2012) 
· Replacement cost ±R425 million for multi-storey, ±R25 million for single-storey 
· Figures not adjusted for escalation or inflation 
 
 
Asset management has improved greatly since the commencement of this study. Utility services piloted 
the Electricity Enterprise Asset Management project, integrated with SAP, which aim to establish detailed 
asset maintenance plans allowing proactive modelling of planned maintenance costs. This project will be 
rolled out in other departments, with Water and Sanitation already well on track. 
 
6.3.3. Modelling the IDP to a Common Vision and Value System 
 
Since the introduction of municipal integrated development plans in the MFMA, the IDP has been used to 
motivate budget applications. Furthermore, council report templates require an indication of which 
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objective or pillar is served. However, as the IDP covers virtually every conceivable reasonable activity, 
almost any programme can be motivated under at least one of the objectives. Beyond this stated 
alignment and the annual review of the document as required by legislation, the IDP document is 
voluminous creating a challenge in providing a common vision or shared strategic intent. 
 
The 8 strategic focus areas of the previous 5-year term of office IDP were replaced by 5 pillars in the IDP 
applicable to the 2012-2017 period. The pillars are the expressed outcome of interaction with the people 
of Cape Town. The political leadership’s vision for the term of office is to “create a more inclusive society 
by working towards greater economic freedom for all people of the city.” (City of Cape Town, 2012: 14) 
While the political leadership has a clear vision tied to the IDP, the shift from the previous IDP is perhaps 
not immediately apparent to the average employee. The political leadership would like to make a 
difference in the lives of the ordinary people of Cape Town. It is suggested that the City of Cape Town 
determine a clear, inspirational vision statement, crystallises a strategic intent, and undertake a 
programme to align the staff with this vision. A vision statement should be memorable, moving, 
energising. Some options are explored in Figure 6.5. 
 
In parallel with any strategy or model, it will always be necessary to keep operations running in a 
functioning city. The tools and processes in place are deemed to be sufficiently effective to be placed 
beyond the scope of this study, as indicated by the audit results and relative performance nationally. The 
SDBIP process has matured in that it contains the necessary checks and balances to ensure a 
continuum of better than average service delivery.  
 
The City of Cape Town, as opposed to business is not a profit-seeking organisation, but has to balance 
income with expenditure. Historically, this may have had the consequence of allowing inefficiencies to 
develop and grow. Not pursuing profit accepts an easier emphasis on serving society – with the 
possibility of performing optimally and minimising resource use. The City of Cape Town’s vision may 
focus on its core objective, which is serving the people, not competing, because if the vision is served, 
then it will naturally compete in the market of local government. This aligns with strategic intent, which 
must be clear from every decision the leadership takes. 
 
South Africa has chosen a path where aspiration veers very much towards the western paradigm of 
expressing prosperity mainly in financial terms, in a capitalist economic model. Having financial well-
being as the main indicator for prosperity in a hierarchical institution creates challenges in developing a 
vision that will serve to motivate employees. 
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Figure 6.5: IDP objectives translating into Vision statements 
 
 
The span of control of the City of Cape Town’s objectives or pillars provides scope for a variety of vision 
statements, a number of which are expressed in Figure 6.5. To build a shared vision requires particular 
skill that engenders “genuine commitment and enrolment rather than compliance.” (Senge, 2006: 9) 
Conservative, long-winded, conventional vision statements are unlikely to transform the mind-set of close 
on 27 000 employees in providing a better future, as is the lengthy IDP document. It is thus premised that 
a shared vision has to be constructed and nurtured until it becomes assimilated by the greater City of 
Cape Town – preferably not only municipal employees but also the citizenry. The vision encapsulated in 
the pillars has for example been expressed as “The City of Cape Town has a vision to create a more 
inclusive society by working towards greater economic freedom for all people of the city.” While this is 
accurate, it is doubtful to inspire employees and citizens to greater heights. The City of Cape Town forms 
part of the long-term vision of the Western Cape Provincial Government, which has produced a long-term 
vision to 2040 (Western Cape Provincial Government, 2007: 5). 
 
Benign visions of a local authority include conservative, moderate and mechanistic visions as reflected in 
Figure 6.5. At the other end of the spectrum lie radical visions, such as that of Bhutan. Bhutan has 
developed an alternative measure of well-being to GDP, which considers happiness as an important 
component of wellbeing (Government of Bhutan, 1999: 6). The risk in adopting anything other than 
standard capitalistic goals and measures rests in reduced competitiveness in a global world. To a 
degree, the simple notion of economic growth is in conflict with environmental sustainability and social 
equity. Economic growth is however recognised for its importance in the creation of jobs under the pillar 
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of providing an Opportunity City, resulting in conflicting goals if a just and sustainable society is to be 
seriously pursued under a Caring and Inclusive City. 
 
It must be recognised that the complexity of the City of Cape Town providing all needs of all stakeholders 
has not been resolved, and is unlikely to be resolved in the foreseeable future. While the agenda is pro-
poor, re-prioritising budgets to for example informal settlements has to come at the expense of other 
goals, such as reliability of electricity or water supply to the greater City of Cape Town. It is posited that 
the mere pursuit of loftier goals, in parallel to the more mundane goals of continuing operations, could 
have a markedly positive effect on society in the City of Cape Town.  
 
Insofar as a value system is concerned, the shortest route to a set of sound values exists in the Batho 
Pele principles, developed by central government in 1997 and applicable to all government departments. 
It may be of merit for the City of Cape Town to revive these values and ensure assimilation by the wider 
employee base. The values are displayed across the City of Cape Town in municipal offices, and 
summarised below (Republic of South Africa, 2007: 3): 
· Consultation - Citizens should be consulted about the level and quality of the public services they 
receive and, wherever possible, should be given a choice about the services that are offered; 
· Service standards - Citizens should be told what level and quality of public services they would 
receive so that they are aware of what to expect; 
· Access - All citizens should have equal access to the services to which they are entitled; 
· Courtesy - Citizens should be treated with courtesy and consideration; 
· Information - Citizens should be given full, accurate information about the public services they 
are entitled to receive; 
· Openness and transparency - Citizens should be told how national and provincial departments 
are run, how much they cost, and who is in charge; 
· Redress - If the promised standard of service is not delivered, citizens should be offered an 
apology, a full explanation, and a speedy and effective remedy, and when complaints are made, 
citizens should receive a sympathetic, positive response, and 
· Value for money - Public services should be provided economically and efficiently in order to give 
citizens the best possible Value for Money. 
 
6.3.4. Staff transformation model  
 
The relatively peaceful transition of South Africa into a democratic country has been captured in the 
annals of history. The lack of social transformation nearly twenty years later, with ever growing deficits in 
housing, employment, education, healthcare and widening gaps in social inequality is a blight on the 
success story. While official census data for employment and population numbers will be released only in 
2013, the number of unemployed in the City of Cape Town is likely to fall somewhere between 300 000 
based on 16% of population of 3.8m, of which 50% aged between 25 and 65 and 500 000 assuming 26% 
unemployment. Whichever the actual figure of unemployed persons, the number of unemployed 
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individuals is staggering. The City of Cape Town employs in the region of 27 000 people. By definition of 
being employed, the City of Cape Town’s employees are fortunate, and in a position to have a positive 
impact on society. To have maximum impact, officials need to focus on working towards the greater 
good, setting narrow self-interest aside. Modern society has not been very successful in acknowledging 
the value of socially conscious citizenry. Broader society may thus benefit from the transformation of 
officials into conscious citizenry and protectors of social justice. If successful, training interventions 
addressing aspects such as social justice, freedom and kindness could inspire sufficient trust, integrity 
and commitment to ensure that decisions made at all levels by all officials have a positive impact, which 
will have a net benefit to the City of Cape Town. 
 
Transforming mind-sets may be a difficult task, but at a relatively low cost it can have one of the most 
powerful positive impacts, together with a sense of satisfaction of making a lasting difference extending 
far wider than the workplace. To illustrate this, the scale of the budget results in budget decisions being 
decentralised to a large degree, such as in repairs and maintenance. Departments who are responsible 
for assets receive an allocation for repairs and maintenance, which the department then allocates to best 
effect. It is arguably easier for example, to paint the interior of the building than issuing a tender to 
maintain a mechanical hoist. The annual spend on asset maintenance is not constant, but in the absence 
of asset management plans, departments stand to lose funding, or risk not scoring well for their budget 
spend that is tracked on the SDBIP if they underspend. If the budget is reduced, the department has to 
carry the burden of not maintaining its assets, which results in a somewhat irrational sense of 
responsibility. It is thus evident why poor decisions may be made to protect future allocations. 
 
If members of staff were to operate in an environment of trust, and act in the best interest of the City of 
Cape Town, gains could be made. For example, maintenance allocations could be pooled to ensure that 
they are applied where needed most, within a schedule of asset maintenance requirements. 
 
Transformation intervention has the potential to cover a range of imperatives, to result in a more 
motivated, aligned, engaged staff. Transformation is a process rather than an event; while facts illustrate 
concepts, value is gleaned from the experience rather than a measurable outcome such as test results. 
The 27 000 members of staff are at very different levels of literacy and formal education, but the City of 
Cape Town has implemented successful training interventions covering the entire spectrum previously, 
for example in Diversity training. A transformative course design would similarly have to consider different 
levels of awareness and skill to be successful. 
 
The principles of system thinking appear to be well suited to a staff transformation intervention: 
· Today’s problems come from yesterday’s solutions: An example of this law is evident in 
environmental degradation, where engineering solutions did not consider the environment in 
designing infrastructure, in an effort to tame the environment rather than working with nature. A 
further example particular to South Africa is the Group Areas Act, which resulted in the majority of the 
population living far away from economic opportunity, in unsuitable and hostile environments, such 
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as the Cape Flats. While immediate problems were solved, the long-term consequences turned out 
to be far more costly and problematic than the original problems; 
· The harder you push, the harder the system pushes back: Premised on solving problems by doing 
more of the same, adding effort, instead of looking to novel solutions, this law can be seen in 
evidence in perceived corruption in government. Despite increased legislation and controls, 
corruption flourishes. Those not drawn to corrupt behaviour have to produce more reports to comply, 
often at the cost of service delivery, while those who are corrupt will find ways to overcome many 
controls anyhow. A novel approach to halting corruption is required for there to be any impact; 
· The easy way out usually leads back in: Relying on easy solutions to solve problems rarely solves 
them in the long term. Painting over the cracks ignoring possible structural issues requiring remedial 
maintenance is an example of this;  
· Faster is slower: In many corporations, management frustrated by slow growth or implementation 
often sets unrealistic goals, forcing deviations from procedures to achieve ends more quickly. This is 
particularly true in the political environment where politicians only have a limited period to prove their 
worth in order to get re-elected. In a project environment, such fast tracking often backfires – for 
example, unconventional procurement leading to legal challenge, which then causes significant 
delays, resulting in a longer implementation period than ordinary projects; 
· Cause and effect are often not closely related in time and space: Apposite to this law is the cycle of 
crime and violence in South Africa. A breakdown in social fabric lies at the root of violent crime, but 
the solution most often chosen is that of increasing the number of policemen to control law 
enforcement rather than repairing society, which will result in a host of benefits; 
· Dividing an elephant in half does not provide two small elephants: Creating silos to manage areas 
independently often results in less than optimal solutions. A simple example in the installation of 
services in road reserves: often road reserves are disrupted more than once in a short period of time, 
with different departments in the same municipality digging trenches to install / upgrade / repair 
different services. Having an overall systems view has the potential to provide solutions with 
increased value, integrating the system to find the best solution, and 
· There is no blame: This appears to be counterintuitive to human nature, which thrives on 
apportioning blame rather than taking personal responsibility. Blame is always cast backwards, and 
seldom provides forward-looking solutions. Blame is most common in environments of insecurity of 
tenure, where taking responsibility results in loss of employment. In a secure environment, where 
individuals are given the responsibility to think and evaluate solutions and trusted to come up with 
good solutions some of the time, while making mistakes along the way, much less effort needs to be 
expended on controlling behaviour. 
 
To ensure long-term success, there has to be visible support from top management, who need to lead by 
example and acknowledge that learning is a process and that gains will not be immediately evident, but 
that investing in people has inherent value in the long-term. 
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6.3.5. Improved Integration model  
 
The City of Cape Town has close to 4 million inhabitants, with any progress in service delivery resulting 
in growth caused by influx from elsewhere in SA. The administration covers an area of 2 470km2 square 
kilometres, through ±27 000 permanent staff, with a budget of close to R30 billion. The formation of the 
City of Cape Town was premised on a centralised model, with function specific directorates. The scale of 
operations resulted in a silo approach, which provides sufficient texture to deter cross-functional 
interaction, unless corporately forced.  
 
Over the years, the leadership has instituted various crosscutting committees and reporting structures. 
Interaction combines political and administrative spheres, and occurs at high level. Examples of such 
forums include: 
· Executive Management Team meetings – weekly; 
· Mayco meetings  which are public meetings – bi-weekly; 
· Mayco-EMT strategy meetings – monthly; 
· Budget Steering Committee – as required; 
· Portfolio Committee meetings - monthly; 
· Council which are public meetings – monthly; 
· Risk Committee – monthly; 
· Audit committee – monthly, and 
· EMT sub-committees. 
The current leadership introduced a cluster system as part of a transversal governance framework, which 
further connects the City of Cape Town with Provincial Government. City of Cape Town functions have 
been divided into two clusters – an economic and infrastructure cluster and a social cluster.  
 
All meaningful effort towards integration should be supported. What is however lacking is integration at a 
more operational level, in the best interests of the City of Cape Town. Integration through formal cross-
functional meetings is less appropriate at lower levels, where operations are most prone to function within 
silos and cross-functional meetings will not be constructive. However, all staff form part of the hierarchical 
management structure, and line management can play a valuable role in enabling the necessary 
integration through proper communication. Communication in terms of City of Cape Town functions, 
progress, policies, as well as strategy, IDP, performance and vision will aid in empowering and 
transforming the workforce as well. It is suggested that all management be encouraged to meet with their 
reports at least once a month say for approximately say 2 hours. The agenda could be set corporately to 
ensure that critical information is communicated, providing a brief opportunity for interaction and function 
specific communication as well. 
 
It may be noted that electronic communication is distributed to all with City of Cape Town addresses as a 
matter of course. As it stands, approximately 16 600 employees of the 27 000 or 61% have access to e-
mail, and just over 30% have access to the internet for work purposes. However, electronic 
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communication does not provide the opportunity for interaction, sharing of ideas or assimilation of 
information. Typically, these communications are pinned to notice boards for the benefit of employees 
without access to email. 
 
At a higher level, generally reporting directly to executive directors, the Financial Management Forum 
consists of the finance managers of each directorate. The FMF meets every second week to discuss 
matters concerning budget. It is suggested that over time, the focus be morphed to less attention being 
paid to compliance in favour of more strategic interaction. Compliance needs to happen as a matter of 
course, but at this level the skills are well capable of strategic interaction. While staff members, including 
directorate finance managers are driven to serve their directorates, the importance of the City of Cape 
Town in its entirety needs to be re-emphasized, so that serving the people in the best way possible is 
recognised as the priority, rather than any single directorate outperforming any other. If the FMF can 
assess the relative value and alignment of expenditure across all directorates without necessarily 
focusing on their own priorities, integration could be enhanced. 
 
The role played by spatial planning in development has not been consistently evident in recent years. 
Urban sprawl has continued, even within the bounds of the urban edge, with concomitant costs in bulk 
infrastructure and the natural environment. Representation on the BSC by the Director: Spatial planning 
addresses this concern in part. Further focus on spatial planning is enabled through ever improving 
access to information, and graphical representation of geographical information. This provides for a 
greater understanding, acknowledgement and integration of spatial data into decision making. 
  
Senior management should lead by example by promoting transparency, encourage honest 
conversations, and discuss issues around the disparate department-based benefits of being in the city. 
Wider dialogues should be fostered to break down silos, and this can best be initiated at EMT level.  
 
6.3.6. Triple Bottom Line model - financial, social and environmental reporting 
 
The King Committee on Governance in their report on governance for South Africa emphasised the 
importance of leadership, integrated sustainability, corporate citizenship and social transformation. The 
City of Cape Town has accepted King III. Triple bottom line reporting provides the opportunity to further 
integrate the strategic focus areas of the IDP. By inclusion of comprehensive and holistic information in 
an area where historically, finance mattered at the expense of society and the environment, the 
transformation to a responsible citizenry will be further imbedded. 
 
While the budget of the City of Cape Town may be perceived as being vast, much of planned budget 
expenditure is committed, providing limited flexibility. The capital budget is relatively easy to apportion 
into meaningful projects, largely concerned with providing new infrastructure; the competing priorities of 
providing shelter, basic services, mobility and security vie for ascendancy resulting in a compromise 
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being struck along negotiated lines. The effort expended through the budget process including BSC 
interaction assesses priorities and best attempts to balance demands with affordability.  
 
For reasons of size, complexity and history, discrete projects only cover a very small portion of the total 
operating expenditure. If the City of Cape Town is to transform, it will be necessary to create a more 
flexible structure, with commitments either reduced or made more mobile. Commitments extend beyond 
contractual agreements on projects and include costs that have been accepted as part of the fixed 
establishment such as the cost of staff, which contributes roughly a third of expenditure, the cost of 
accommodating the staff establishment such as office space, transport, parking, refreshments, utility 
services, personnel services, revenue collection and many other support services. The cost of 
compliance is unavoidable but it may be interesting to quantify this, and then gauge the effectiveness 
against real or perceived corruption vis-a-vis other initiatives such as empowerment, to curb poor 
performance and unprofessional behaviour. 
 
Triple bottom line management has to extend beyond compliance and reporting, and should form an 
intrinsic part of all activities.  
 
Financially, the City of Cape Town has performed very well with 9 consecutive unqualified audits. Clearly, 
it is critical that the financial systems and structures not be compromised. For a fully integrative 
operation, social and environmental issues have to be addressed seriously. Members of staff need to be 
sensitised to the social impact of all municipal activities, which in part will form part of the staff training 
interventions suggested in popularising the strategic intent and creating a transformed mind-set. 
Environmental behaviour change training has been on going at the City of Cape Town over a number of 
years, and should continue to reach all staff. Environmental behaviour change focuses on all aspects of 
behaviour and conscious citizenry, and has the potential to result in increased respect for the 
environment, understanding of the impact of life and reduced consumption of resources. Triple bottom 
line reporting can be a useful tool to consolidate all interventions aimed at improving budget allocation. 
Figure 6.6 provides a view of the interaction between Planet, People and Profit, with clear overlaps and 
imperatives to achieve sustainable society. The issues raised in the study have been grouped into the 
relevant overlaps. 
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Figure 6.6: Triple bottom line reporting 
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The following interventions are proposed to steer the process in the direction of sustainable budgeting: 
· Zero-based budgeting is applied to some aspects as a matter of course, such as the cost of the 
staff establishment, which means that each post is costed rather than a parameter increase 
applied to the previous year’s budget. Line departments need to use a zero base wherever 
possible rather than relying on a parameter increase while Corporate Finance needs to be 
sympathetic in assessing the resultant changes; 
· Bulk votes need to be interrogated as large expenditure allocations are tied up without a clear 
plan of where money will be spent. While this provides management flexibility to line 
departments, it does not necessarily speak to any prioritisation model; 
· To provide true flexibility and agility, employees would need to be linked to the City of Cape Town 
rather than individual silos in terms of the organisational design, which is difficult to fathom. 
Loyalty to the city rather than a department or directorate should be encouraged, while 
recognising that administrative reporting lines are critical to maintaining control and order. Other 
interventions may need to be considered such as simplifying secondment between branches, 
departments and directorates, to enable that skills and resources are available where they are 
most needed; 
· Expenditure on non-core business has to be minimised. The City of Cape Town needs to assess 
the relative value to its strategy of sponsorship, grants, community infrastructure, events and 
support of economic development initiatives, which may be dealt with other government 
agencies. Numerous policies exist with respect to guiding behaviour for example expenditure on 
furniture, catering, and travel. When deliberating the service backlog in the city, one view could 
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be to cut out all expenditure that does not directly serve the core purpose, improving the lives of 
the average person. Clearly international travel would have only a cascading impact on a 
resident, difficult to quantify, but similarly difficult to disprove; 
· Environmental behaviour change must be entrenched and internalized so that it automatically 
forms part of every decision. Existing tools are available and in use, driven by the Environmental 
Resource Management branch. Measures such as carbon foot printing could be used to assess 
projects. Further interventions are likely to be implemented as environmental solutions evolve. 
For example the application of the principles of biomimicry to business is likely to become more 
popular as the benefits accrue in pilot industries. Some of these principles have been 
consolidated in Figure 6.7. A further suggestion is that an ecologist should be included in all 
teams of built environment professionals, although this may not be immediately possible due to 
lack of availability of suitably skilled professionals. An alternative would be to train staff in for 
example Environmental Engineering, which will provide for sustainable availability of necessary 
skills. The City of Cape Town could provide the skill internally to guide development and have a 
broader reach without complicating supply chain processes. 
 
Figure 6.7 Principles from Biomimicry 
 
 
· To support the principle of delivery, demand management ensures that commitments can be met 
and resources allocated appropriately to facilitate project roll-out; 
· Outsourcing and public private partnerships are likely to play an increasing role in the 
environment of budget constraints. Once the rigorous §78 Systems Act process is concluded, the 
cost of a service becomes committed, protecting expenditure from, for example, vacancy cuts. 
Privatising services needs to be very carefully considered as costs of provision are not 
necessarily reduced by ring-fencing contractual commitments, and 
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· Legislation is unlikely to become less onerous in future. It is suggested that the City of Cape 
Town interpret legislation in an enabling frame of mind and aim to achieve compliance with the 
minimum possible effort while capitalising on the value achieved in compliance. 
 
6.4 MODEL VALIDATION 
 
To conclude the development of the model, a validation survey was conducted among senior staff to 
gauge opinion with respect to the effectiveness of the combined model. Some of the models proposed 
may include interventions already implemented by the City of Cape Town, and some of the data included 
as examples change continuously, and may need to be updated. Respondents were requested to 
evaluate the efficacy of the proposed interventions with this in mind. The survey provided a summary of 
each of the models, and provided for each to be rated in terms of suitability, practical relevance, ease of 
implementation and potential to change the budget. The results are consolidated in this section.  
 
6.4.1. Data collection and sampling 
The validation was premised on a small sample of senior officials with extensive experience in budgeting 
at the City of Cape Town. Individuals were targeted to participate based on their involvement and 
experience in budgeting both from Finance and line departments, particularly Utility Services as it is 
responsible for approximately two thirds of the city’s budget. The sample consisted of 25 individuals in 
reporting levels 1-4: 
· City Manager; 
· Ex-CFO and Current CFO; 
· Executive Director: Health; 
· Utility Services: Service Regulation & Logistics, Finance, Project Management Office, and 
· Finance: Budgets, Revenue, Accounts Payable, Housing Finance, Supply Chain Management, 
Treasury and Shareholder Management, and Property Management. 
 
6.4.2. Questionnaire Design 
The survey provided a background of the study, including research outcomes and instructions. Each 
model was summarised and provided for rating on the same 4 factors. Provision was made for optional 
additional comments and contact details. The survey questionnaires are attached in Annexures 7 to 11. 
 
6.4.3. Data Preparation 
Data was entered into a spread sheet, the responses totalled in accordance with the frequency of 
responses on the interval scale and converted to percentages. The MS was determined by multiplying 
the percentage of responses per interval, divided by the percentage of definitive responses. 
 
6.4.4. Data Presentation, Analysis and Interpretation 
The data returned for each of the models is presented here.  
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6.4.4.1. Regional Prioritisation Model 
The Regional Prioritisation model aims to use the spatial and demographic data as presented 
geographically by Ward and Sub-council to identify areas that should be given priority in provision of 
municipal services based on a number of criteria. The disparity in level of service across the City of Cape 
Town may be apparent, but the scale of the problem complicates quantifying where the need is biggest. 
The criteria proposed include population, existing infrastructure, socio-economic status, and crime rates. 
The model further considers a return to some area based, decentralised management responsibility. The 
results are indicated in Table 6.4.1. 
  
Table 6.4.1: Regional Prioritisation Model 
Factor 
Response (%) 
Mean score Median Unsure Does Not 
Minor………………………………Major 
1 2 3 4 5 
Suitability 4.0 0.0 4.0 0.0 44.0 32.0 16.0 3.58 3 
Practical relevance 4.0 4.0 0.0 4.0 32.0 48.0 8.0 3.65 4 
Ease of implementation 8.0 0.0 0.0 32.0 20.0 24.0 16.0 3.26 3 
Potential to change budget 8.0 0.0 0.0 4.0 36.0 24.0 28.0 3.83 4 
Mean 6.0 1.0 1.0 10.0 33.0 32.0 17.0 3.58 3.5 
 
The model had the second highest mean MS of 3.58. Of the factors related to this model, its potential to 
change the budget was scored highest at 3.83. On average, 6% of respondents were unsure, while 1 
respondent felt that the model did not have practical relevance. Distribution was normal with a median 
score of 3.5. 
 
6.4.4.2. Asset Management Model 
Asset management absorbs a large proportion of the overall budget through remuneration of staff in 
management and maintenance, repairs and maintenance budgets, insurance costs, refurbishment and 
replacement of assets including land and buildings, infrastructure, community infrastructure, and housing 
rental stock, while not necessarily providing for well-maintained assets. Without sufficient information to 
plan preventative maintenance in asset maintenance cycles spanning many years, the various budgets 
are inflated in some years, while falling far short of what is required in others. An enterprise asset 
management system that contains information of major assets and their maintenance requirements will 
provide the City of Cape Town with the opportunity to model maintenance over the long-term and in so 
doing, reduce uncertainty and the risk of unacceptable asset degradation. Results are depicted in Table 
6.4.2. 
 
Table 6.4.2: Asset Management 
Factor 
Response (%) 
Mean score Median Unsure Does Not Minor………………………………Major 
1 2 3 4 5 
Suitability  4.0   0.0  0.0 0.0 20.0 56.0 20.0  4.00   4  
Practical relevance  0.0    0.0   0.0 4.0 20.0 48.0 28.0  4.00   4  
Ease of implementation  0.0    0.0   0.0 28.0 20.0 28.0 24.0  3.48   4  
Potential to change budget  0.0    0.0   0.0 12.0 20.0 40.0 28.0  3.84   4  
Total  1.0   0.0    0.0   11.0   20.0  43.0  25.0   3.83   4  
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The Asset Management model scored highest for all factors. The median score for this model was 4 
indicating that it is thought to be particularly suitable. As implementation of this model has already 
commenced in a number of departments, it is likely that this model could yield benefits in the medium 
term. 
 
6.4.4.3. Common Vision and Value system 
The IDP provides strategic direction for the administration to deliver on its mandate. The IDP is however 
a detailed and all-encompassing document touching every aspect of service delivery, which may disguise 
the overall strategic intent encapsulated in the five pillars. The model suggests a programme to 
disseminate and promote an overarching strategic intent with the capacity to enthuse and motivate both 
staff and residents through understanding and embracing of a common vision. A strategic intent, when 
coupled with a sound value system, empowers individuals to make good choices in the absence of 
perfect information. While some suggestions are made of what such a vision may be, the City of Cape 
Town leadership would have to develop the wording. 
 
Table 6.4.3: Common Vision and Value system 
Factor 
Response (%) 
Mean score Median Unsure Does Not 
Minor………………………………Major 
1 2 3 4 5 
Suitability  0.0    0.0    4.0  12.0   48.0   24.0   12.0   3.28   3  
Practical relevance  0.0    0.0    8.0  12.0   40.0   20.0   20.0   3.32   3  
Ease of implementation  4.0   0.0    4.0  24.0   32.0   24.0   12.0   3.17   3  
Potential to change budget  0.0    0.0    0.0   24.0   40.0   16.0   20.0   3.32   3  
Total  1.0   0.0    4.0  18.0   40.0   21.0   16.0   3.27   3.0  
 
This model scored 4th highest, achieving a mean MS of 3.27 as indicated in Table 6.4.3. Given the 
financial and technical focus of the respondents, it is encouraging that the model achieved a MS of 3.27, 
as the intervention required is a soft skill beyond the usual realm of technical or financial rigidity. 
 
6.4.4.4. Staff Transformation 
The relatively peaceful transition of South Africa into a democratic country has been captured in the 
annals of history. The lack of social transformation nearly twenty years later, with ever growing deficits in 
housing, employment, education, healthcare and widening gaps in social inequality is a blight on the 
success story. By definition of being employed, the City of Cape Town’s employees are in the fortunate 
position to have the potential of having a positive impact on society. To have maximum impact, officials 
need to focus on working towards the greater good, setting narrow self-interest aside. Broader society 
may benefit from the transformation of officials into conscious citizenry and protectors of social justice. If 
successful, training interventions addressing aspects such as social justice, freedom, transparency could 
inspire sufficient trust, integrity and commitment to ensure that decisions made at all levels by all officials 
have a positive impact, which will have a net benefit.  
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Table 6.4.4: Staff Transformation 
Factor 
Response (%) 
Mean score Median Unsure Does Not 
Minor………………………………Major 
1 2 3 4 5 
Suitability  0.0    0.0    8.0  12.0   28.0   36.0   16.0   3.40   4  
Practical relevance  0.0    4.0   8.0  12.0   32.0   32.0   12.0   3.29   3  
Ease of implementation  8.0   0.0    4.0  28.0   32.0   20.0   8.0   3.00   3  
Potential to change budget  8.0   8.0   4.0  24.0   32.0   16.0   8.0   3.00   3  
Total  4.0   3.0   6.0  19.0   31.0   26.0   11.0   3.17   3.1  
 
The Staff transformation model achieved the second lowest score; results are reflected in Table 6.4.4. As 
with the Vision and Value model, this intervention requires a soft skill set. Given the financial and 
technical focus of the respondents, it is positive that the model achieved a MS of 3.40 for suitability, with 
a mean MS of 3.17. 
 
6.4.4.5. Improved Integration 
The scope of City of Cape Town operations is such that operating in silos is unavoidable to some extent. 
This often results in directorates and departments’ taking care of their own needs as far as possible, 
without considering what is in the best interest of the City of Cape Town as a whole. Integrative 
structures exist at management level, but at operational level, interactions are more likely to be within the 
same branch or department. With more than a thousand cost centre managers, decisions around 
operational expenditure in particular, is decentralised. If members of staff are well informed, the potential 
exists that budget may be better spent.  Initiatives suggested include regular meetings which include all 
staff, to disseminate information pertinent to the entire City of Cape Town, utilising spatial planning to 
provide a holistic view of city services, and empowering the Finance Managers Forum to assess budget 
priorities across the City of Cape Town in consideration of operational requirements at a further level of 
detail. 
 
Table 6.4.5: Improved Integration 
Factor 
Response (%) 
Mean score Median Unsure Does Not 
Minor………………………………Major 
1 2 3 4 5 
Suitability  0.0    0.0    4.0   4.0   20.0   48.0   24.0   3.84   4  
Practical relevance  0.0    0.0    0.0    4.0   40.0   36.0   20.0   3.72   4  
Ease of implementation  4.0   0.0    4.0  16.0   40.0   28.0   8.0   3.21   3  
Potential to change budget  4.0   0.0    4.0  12.0   32.0   28.0   20.0   3.50   4  
Total  2.0   0.0    3.0   9.0   33.0   35.0   18.0   3.57   3.8  
Improved Integration had the third highest mean MS at 3.57 with a median score of 3.8 as shown in 
Table 6.4.5. This indicates realisation of the importance of integration, while the ‘ease of implementation’ 
score of 3.21 shows that it is not that easily achievable, compared to the other initiatives proposed. 
 
6.4.4.6. Triple Bottom Line 
Triple bottom line management has to extend beyond compliance and reporting, and should form an 
intrinsic part of all activities. Financially, the City of Cape Town has performed very well with 9 
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consecutive unqualified audits. Clearly, it is critical that the financial systems and structures not be 
compromised. For a fully integrative operation, social and environmental issues have to be addressed 
seriously. Members of staff need to be sensitised with respect to the social and environmental impact of 
their municipal function, which in part will form part of the staff training interventions suggested in 
popularising the strategic intent and creating a transformed mind-set. Financial integrity cannot be 
compromised, and the budget alignment of service delivery plans (SDBIP’s) has to continue. Triple 
bottom line reporting can be a useful tool to consolidate all interventions aimed at improving budget 
allocation.  
 
Table 6.4.6: Triple Bottom Line 
Factor 
Response (%) 
Mean score Median Unsure Does Not 
Minor………………………………Major 
1 2 3 4 5 
Suitability  8.0   0.0    0.0    8.0   48.0   28.0   8.0   3.39   3  
Practical relevance  8.0   0.0    0.0   12.0   40.0   32.0   8.0   3.39   3  
Ease of implementation  12.0   0.0    8.0  36.0   20.0   20.0   4.0   2.73   2  
Potential to change budget  12.0   0.0    0.0   16.0   52.0   16.0   4.0   3.09   3  
Total  10.0   0.0    2.0  18.0   40.0   24.0   6.0   3.15   2.8  
 
Triple bottom line survey results are presented in Table 6.4.6. Triple bottom line achieved the lowest with 
a mean MS of 3.15. The ease of implementation score was 2.73, which provided the only score of value 
below 3, indicative on the perceived complications in meaningfully implementing authentic triple bottom 
line reporting in local government. The complexity of implementing this measure reduced the overall 
result. 
 
6.4.4.7. Summary 
The results returned on the surveys indicated that all proposed models were deemed to be relevant. The 
difference between the top and lowest model’s MS calculated as 0.68 of a point, with all scores falling 
between 3.15 and 3.83. Only 5 out of the 600 responses indicated that a model ‘does not’ have the 
potential to impact on the efficacy of budget allocation, equating to less than 1%. 
 
The summary scores are indicated in Table 6.4.7 and Figure 6.8. 
 
Table 6.4.7: Summary Model Scores 
Factor Suitability Practical relevance 
Ease of 
implementa-
tion 
Potential to 
change budget Average 
Regional Prioritisation Model 3.58 3.65 3.26 3.83 3.58 
Asset Management 4.00 4.00 3.48 3.84 3.83 
Common Vision & Value system 3.28 3.32 3.17 3.32 3.27 
Staff transformation 3.40 3.29 3.00 3.00 3.17 
Improved Integration 3.84 3.72 3.21 3.50 3.57 
Triple bottom line 3.39 3.39 2.73 3.09 3.15 
Total Average 3.58 3.56 3.14 3.43 3.43 
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Figure 6.8: Model Mean Score by Factor 
 
The Asset Management model top scored on all factors, followed by Regional prioritisation, Improved 
Integration, Common Vision, Staff Transformation and Triple Bottom Line. The only MS average below 3 
was for ease of implementation of the Triple Bottom Line model.  
 
The overall average of 3.43 indicates that the survey sample accepts the models proposed as valid. 
 
Provision was made for additional comments from respondents, attached as Annexure 13. The 
comments proffered were favourable towards initiatives aimed at increasing value. A caution was 
however raised that without political support, the best of interventions were likely to have negligible 
impact.  
 
6.5 CONCLUDING REMARKS 
 
A combination of models evolved while undertaking the research. It was recognised that for reasons of 
the complexity of the municipal finance environment, no single model would have sufficient depth offset 
with simplicity to realistically contribute to better decision making, resulting in a combination of models 
proposed as follows: 
· Regional prioritisation model; 
· Asset management model; 
· Common vision and values model; 
· Staff transformation model; 
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· Integration model, and 
· Triple Bottom Line model. 
 
The validation survey confirmed that all the models were found to have merit. 
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7 SUMMARY, CONCLUSIONS & RECOMMENDATIONS 
 
The final chapter presents a summary of the study, thereby connecting the problem identified and 
conclusions drawn from the analysis in determining a solution to the problem. The chapter concludes 
with recommendations for implementation and further research.  
 
The reader will find value in the following: 
· Summary of the research; 
· Summary of outcomes of the research; 
· Conclusions drawn from the study; 
· Recommendations for implementation, and  
· Recommendations for further research. 
 
 
7.1 PURPOSE 
 
This thesis presents the results of research into the efficacy of budget allocation in local government as 
aligned with legislation. The topic was originally premised on the observation that while vast amounts of 
financial resources were allocated for the provision of public infrastructure, evidence of successful 
application was not consistently apparent. This becomes all the more important in an environment of 
resource scarcity. The reported state of infrastructure countrywide is still parlous, and social inequality as 
well as environmental degradation has not been arrested, let alone reversed. 
 
The problem was focused at local authority level, where particular legislative controls prevail. Local 
authority legislation applies equally to all municipalities, covering the entire geographical area of the 
country. As such, any improvements could potentially be applied across all municipalities to improve the 
quality of budget allocation decisions and meaningfully contribute to enhancing value of financial 
resources spent countrywide. 
 
A further reason for embarking on this research lay in the discernible disconnect between the academic 
world and local government, specifically from experience at the City of Cape Town. The academic world 
abounds with information, ideas, choices, and innovation. Local government is weighed down by 
responsibility, overwhelmed by the task of providing services in an over-regulated environment burdened 
with reporting to a variety of stakeholders while continually competing for budget. The public perception 
of municipal officials tends to be less than flattering, but in reality, the responsibility borne by officials is 
often poorly aligned with both the level of education and remuneration. The effort expended may not 
always be effective, but many officials work tirelessly towards delivering their constitutional mandate. 
 
In pursuing the research, addressing the research problem and answering the research questions, ideas 
surfaced to provide direction for improved decision-making and allocation of budget in local government. 
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7.2 RESEARCH OVERVIEW 
 
This study aimed at establishing a proposed methodology in how the holistic economic impact of budget 
decisions can be better assessed to assist decision-making. Furthermore, it intended to establish 
whether it is possible to measure the impact of infrastructure delivery and maintenance in a way that 
enables better application of limited funds. 
 
Literature apposite to the study was interrogated to obtain the necessary background information to guide 
the research and inform the survey design. The literature survey initially engaged with economic history, 
aimed at providing an understanding of how the world evolved to the current situation of inequality, 
poverty and environmental degradation. Within this context, the history unique to South Africa had 
dramatically influenced the emergence of government structures and legislation. Added to this, the focus 
on the environment and social welfare necessitates a different perspective, which has the potential to 
holistically address the root cause of problems. Such a perspective was found in System Thinking, with 
recognised overlaps in methods purveyed by authors in a wide range of topics, along the lines of seeking 
integrated solutions. 
 
Review of legislation applicable to local government, particularly to financial management confirmed and 
emphasized the complexity and stringent control environment prevailing. As a common public perception 
of government remains one of inefficiency, lack of discipline or control on one side to gross 
mismanagement and corruption on the other, legislation is likely to become increasingly more rather than 
less onerous. Legislation provides both compass and anchor of operations in the public sector. 
Composition, governance, functions and regulations of local government are entrenched in the Municipal 
Structures and Systems acts, while financial operations are guided by the Municipal Finance 
Management Act. The relevant legislation came into force periodically starting in 1994; regular 
communications are issued for incorporation and in addition to legislation, providing further guidance to 
municipalities. 
 
The City of Cape Town’s budget for the 2011/12 financial year was analysed in some detail to gain an 
understanding of the magnitude of the budget and the operational span informing allocation priorities. 
The consolidation in 2000 of a number of historic municipalities into the metropolitan municipality of Cape 
Town provided a span of control rendered manageable only through division of functional authority. 
Budget allocation is reported on in alignment with the legislative provisions including functional allocation 
by vote as well as expenditure type. The City of Cape Town provides for poorer citizens through its 
indigent relief programme which offers a 100% rates rebate for properties of value < R200 000, with 
varying scales of free water, sanitation and refuse services to properties below < R300 000 in value. 
Tariffs are stepped, increasing as usage increases, both to encourage payment by those who can afford 
to consume while introducing incentive to reduce consumption of non-renewable resources. Through its 
budget, it is evident that the City of Cape Town aspires to comply with legislation and maximise value 
realised. 
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Based on the selection of appropriate research tools, a mixed methods methodology was decided upon. 
The identified methods rely on quantitative methods for analysing surveys statistically while providing for 
detailed qualitative methods in interviewing and studying the specific case in detail. The theoretical 
perspective informed by a mixed-methods methodological approach that found favour for the study is that 
of pragmatism. The epistemology adopted is that of constructivism, the understanding that meaning 
comes from the lack of existence of objective truth to discover.  
 
The problem statement evolved from exploratory research of secondary data, and is supported by sub-
problems and related hypotheses, which are to be interrogated through the selected tools of surveys and 
interviews. Delimitations and assumptions were developed to provide further understanding of the scope 
and milieu of the study. 
 
A mixed methods research methodology provides scope for increased flexibility in the research process. 
The research problem, sub-problems and hypotheses informed the design of surveys combined with 
interviews and secondary data. The surveys were structured to cover the sub-problems, and issued to 
different groupings of participants with various levels of expertise and influence in the budget process. 
The results were presented, analysed and interpreted and the hypotheses tested. Through the research, 
the concept for improving the current model developed, resulting in a proposed combined model 
comprising six intervention strategies. 
 
The survey design was considered to provide the desired quality of information. Given a population of 
just over a thousand, the entire population was invited to participate rather than a specific sample. The 
response rate varied across the groups surveyed, but the overall result is deemed to be sufficiently 
representative. Data validity was influenced by the design of the surveys as well as interviews. Survey 
results were provided electronically and processed using spread sheets. The results were sorted and 
tabulated in an appropriate and manageable form for presentation. 
 
The seven hypotheses were supported. A combination of models evolved while undertaking the 
research. It was recognised that for reasons of the complexity of the municipal finance environment, no 
single model would have sufficient depth offset with simplicity to realistically contribute to better decision 
making, resulting in a combination of models proposed. 
 
Finally, the proposed models were validated through a concluding survey undertaken with the assistance 
of senior officials. The models were presented theoretically, realising that the City of Cape Town would 
need to further refine them based on current information, programmes and availability of resources. 
Conceptually, additional resources should not be required to implement, as the core purpose is to make 
better use of available resources, in this instance, human resources, through the empowerment of 
existing members of staff. If additional resources are required, it will be during a short-term 
implementation phase. 
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7.3 RESEARCH PROBLEMS AND QUESTIONS 
 
The main problem was stated as: Suboptimal budget allocation reduces the efficacy of local government 
in their core business of providing services to the local community.  
  
This translated to the research question: Is it possible to measure the impact of infrastructure delivery 
and maintenance in a way that enables better application of limited funds in financial, social and 
environmental terms in the City of Cape Town? 
 
Research was premised on a number of sub-problems: 
· Infrastructure is under pressure; 
· Insufficient money is allocated for infrastructure development and maintenance; 
· Decision-making structures are not fully integrated; 
· The budget cycle is not conducive to value creation; 
· Economic impact is difficult to assess and not considered in decision-making; 
· Infrastructure spending is not effective, and 
· Flexible and relevant economic measures have not been identified. 
 
The sub-problems were addressed through the surveys, while interviews provided flexibility to probe in 
more detail where required. The process of learning was assisted by the availability of information 
through the participation of municipal officials. 
 
7.4 RESEARCH AIMS AND OBJECTIVES 
 
The principle aim of the research was to assess whether budget allocation was optimal. If not, to identify 
interventions to provide for improved value realisation in the application of scarce financial resources. 
 
The first objective was to develop an understanding of the prevailing economic models and the 
resistance to change. In engaging literature related to the evolution of capitalism, globalisation and 
environmental limits, it was recognised that while it is acknowledged that the system is not working 
efficiently and in fact failing by many measures, that there is reluctance of any individual country, let 
alone city, to stop participating on the global scale. The risk of adverse consequences on any single 
player while the balance of players continues pursuing growth and financial cooperation is 
insurmountable. Furthermore, while the definition of economics was found to encompass financial, social 
and environmental sustainability, the common use of the term refers principally to the assessment of 
financial value. The first objective was achieved. 
 
The second objective aimed at understanding how decisions are commonly made around infrastructure 
investment. It was found that decisions in local government primarily consider: 
· Availability of funds; 
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· What is achievable within the available timeframe; 
· Political support; 
· Perceived ease of procurement, and 
· Infrastructure backlogs. 
While much effort had been expended, evidence of a coordinated result was found to be lacking, with 
each silo pushing hardest for its own priorities. The second objective was achieved. 
 
The third objective sought to map the path of funding and budget allocation in local government, while the 
fourth had the same aim particular to the City of Cape Town. Through analysis of local government 
legislation, it became apparent that all municipalities are dealt with in the same manner, and what applies 
to local government broadly, applies specifically to the City of Cape Town. Flexibility lies in the priorities 
identified by the City of Cape Town in terms of expenditure, as well as balancing income with such 
expenditure. Municipal income sources comprise rates income, conditional and unconditional grants, 
external loans and tariff income. NT regulates annual increases in both rates and tariffs. Furthermore, 
tariffs have to be balanced with expenditure, i.e. the tariff charged for a service must be reflective of the 
cost of providing that service. Other than unconditional grant funding, funding comes at a cost, either in 
interest or in other commitments such as using professional staff from donor countries. Analysis of the 
City of Cape Town’s budget report and interviews with the CFO confirmed the following: 
· That budget demand will always exceed the available budget; 
· That the budget is flexible insofar as the City of Cape Town has a measure of control on the 
income and can thus take an austere or expansionary view of what the market can bear in terms 
of increase, infrastructure roll-out and growth; 
· That the bulk of the operational budget is spoken for in covering fixed establishment costs such 
as staff costs, transport, plant and equipment, office accommodation, IT infrastructure, cleaning 
and security; 
· That the City of Cape Town’s service offering grows annually due to population growth, 
urbanization and migration from elsewhere in Africa, while the budget is mostly restricted to 
inflationary growth, and 
· That loan funding is always available, but the expense of interest charged fluctuates depending 
on the country’s credit rating.  
The third and fourth objectives were met. 
 
The fifth objective was to develop a model, which considered all aspects of value creation holistically. To 
do this, the aspects of value creation absent in the current budget process had to be identified. The major 
shortcomings identified were: 
· Lack of integration; 
· Perpetuation of regional inequality of infrastructure availability and condition; 
· Overwhelming focus on compliance and reporting; 
· Lack of goodwill and trust; 
· Narrow departmental focus; 
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· Inability to quantify environmental and social imperatives, and 
· Focus on doing what’s possible at the expense of doing what is right. 
It became clear that for a single model to address all shortcomings, the complexity required would 
negatively impact on accessibility. A number of models were thus developed, each with potential to 
individually address some existing gaps. 
 
The sixth objective was to adapt the model to be meaningfully applicable in local government. The 
combination of models was validated through a survey at the City of Cape Town, and found to be 
suitable, practically relevant, implementable and have potential to change the budget. The final objective 
was thus met. 
 
7.5 KEY FINDINGS 
 
The literature review exposed a tendency of society to rely on tenuous historical evidence to reason the 
way forward. Even with an abundance of information available and accessible thanks to the internet, 
entrenched bias is persistent. The prevailing economic system is generally accepted as the best 
available model, and economic growth driven by consumption believed to be the principle remedy to 
social inequality.  
 
The legislation applicable to financial management in local government is evolutionary and progressively 
more comprehensive. While the NT circulars aim to improve clarity on implementation of the legislation, 
the controls and reporting demands become more onerous. Despite compliance with legislation, policies 
and processes, budget allocation has been shown to be less than perfect. 
 
7.5.1. Findings pertaining to adequacy of infrastructure 
Comparatively, Cape Town has managed to augment and maintain its infrastructure in a condition that is 
at least visually at a better level than the other major centres in South Africa. However, infrastructure 
provision does not extend to all people resident in the metropolitan area, as evidenced in the existence of 
households below minimum service level. The goals stated in the IDP indicate that by June 2014, 20 000 
households will not yet have access to minimum level sanitation, with a 75 000 lacking access to energy 
(City of Cape Town: 2011, 35).  Furthermore, accessible infrastructure in use is visually in need of 
maintenance. Continuous urban growth requires continuous provision of new infrastructure and 
augmentation / replacement / maintenance of old infrastructure. From a growth perspective, the City of 
Cape Town has reached limits of bulk provision in a number of areas. With a housing backlog estimated 
to be in the region of 400 000 units, additional bulk infrastructure is required in the medium-term, 
additional to the expressed interest in attracting investment as expanded on in the IDP pillar of ‘the 
opportunity city’ (City of Cape Town, 2011a: 16). 
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7.5.2. Findings pertaining to budget availability 
A municipal budget has to maintain a fine balance between revenue and expenditure. Rates and service 
charges contribute more than three quarters of the operating budget. This revenue has to be allocated in 
a manner that allows the municipality to meet all legislative requirements in running the administration 
and provide services to residents to justify the revenue. The cost cannot be determined – whatever is 
available will easily be absorbed, and it is nearly impossible to imagine a situation when there are no 
budgetary constraints. All other things being equal, such as the number of households, population, 
unemployment figures, global economy, and resource constraints, the budget will always be a 
compromise of competing needs.  
 
Allocation of budget is done in accordance with legislation, and aspirations of the administration to act in 
the best interests of the people. This involves aligning the budget with the IDP, garnering public opinion, 
and of late, aligning funding in mitigating risks reflected on the corporate risk register. The administration 
has a certain capacity to spend budget and expanding beyond that level through whatever means of 
income will be counterproductive.  
 
Other than external financing, the City of Cape Town has little control over revenue received, and the 
actual amount is realised very close to the required budget approval date. This reduces the flexibility and 
control and has the potential to result in last minute planning.  
 
7.5.3. Findings pertaining to lack of integration 
The city operates in silos – in part due to the sheer magnitude of the operation, but also influenced by 
gate keeping, history, and structural inefficiencies. The silos interact according to a fixed structure, but 
more so at higher levels of management. The bulk of the budget is committed prior to any individual 
budget requests, based on past expenditure, staff remuneration and the cost of operating the City of 
Cape Town.  
 
Much of the interaction between directorates and departments is administrative in nature rather than 
collaborative. The regulatory environment has onerous requirements and compliance is often the main 
consideration in the absence of time to collaborate with enhanced value in mind. 
 
NT budget legislation requires specific processes to be followed in establishing a budget including public 
participation, establishment of a budget steering committee, political consideration and Council approval. 
Notwithstanding all controls in place, and pursuit of alignment with the IDP, integration to the extent that 
money as allocated where it is needed most does not happen 
 
7.5.4. Findings pertaining to legislative controls 
Compliance to legislation and adherence to performance goals were shown to influence budget 
allocation. Much gets done because it is possible to do within for example a financial year. While it is 
possible to implement projects or engage service providers for periods longer than 3 years, a public 
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participation process has to be followed in accordance with §33 of the MFMA. In parallel, the SCM 
regulations command time-consuming processes restraining project implementation within set 
timeframes. The legislation is restrictive, but does not provide a common platform sufficient to improve 
market response across the country. The MFMA is also more onerous than the PFMA, further confusing 
the market in that various organs of state have different rules and regulations in their procurement 
processes. 
 
Ad-hoc budget requests follow a process outside of the main budget cycle and are likely to find favour if 
motivated by emergency, perceived benefit, affordability, timing and political interest. These factors have 
an impact on prioritisation in the main budget cycle even if the impacts are not literally quantified. The 
service delivery business implementation plan (SDBIP) is reaching a level of maturity where it can 
meaningfully contribute to the process of allocating budget due in main to its alignment with the IDP. The 
SDBIP also proved to be a good measure of the City of Cape Town’s performance, in that it encapsulates 
the City of Cape Town’s objectives in a compact with the public, so called community compact. 
 
The financial year spanning 12 months has been used and accepted for budget management for 
decades. The reality of managing a budget of such magnitude and complexity within a strictly regulated 
environment with onerous reporting requirements is that the budgeting process requires full-time 
administrative effort throughout the year, providing little time for strategic intervention. The environment is 
unlikely to become less restrictive, placing the responsibility on the City of Cape Town to deal with 
compliance more efficiently to provide space for implementation and strategic interventions. 
 
Survey results indicated that most of the respondents believe that value is at times sacrificed for 
legislative compliance. 
 
7.5.5. Findings pertaining to decision making 
Infrastructure funding avenues have been shown to be limited, and budget allocation outside of meeting 
commitments appears to be based on not altogether consistent criteria. The general opinion is that of 
resource scarcity. It is considered that many factors play a part in motivating budget, which may provide 
scope for confusion and inefficient allocation. 
 
Municipal officials at various levels participate in the budgeting process by putting forward specific project 
requests, or motivating for retaining existing operational budgets multiplies by a growth parameter, 
allowing continuation of operations. Human decision-making is influenced by a host of factors, and at the 
level of the original budget request, it is likely that the appeal does not of necessity reflect the City of 
Cape Town’s key priorities. Various controls will filter spurious requests out of the system, but the 
magnitude of the budget allows for example bulk votes and repairs and maintenance budgets, which 
provide flexibility to allocating funding to less than strategic priorities. 
 
Chapter 7: Summary, Conclusions & Recommendations 2 April 2013 
   227
7.5.6. Findings pertaining to efficacy of budget spend 
Within a budget of nearly R30 billion, it may appear that many if not most needs could be met in an 
established city, at least to augment and maintain infrastructure. The process does not enable correct 
decisions to be made easily, and a number of issues were shown to impede the efficacy of spend on 
infrastructure, mainly attributed to the lack of maintenance staff, lack of proactive maintenance plan, 
quality of outsourced work, vandalism and lack of monitoring.  
 
The condition of infrastructure was thought not to vary greatly across the City of Cape Town, which is 
contrary to visual inspection between for example affluent areas and informal settlements. It should be 
borne in mind that participants to the survey are employed at a level where the majority would be office 
bound and not necessarily alive to the reality on the ground. 
 
The effectiveness of infrastructure spending was indicated as not being influenced to any great extent by 
resource or skill availability, or the possibility of amending project implementation plans. Many 
participants indicated that budget requests are overstated. In a tender environment, lack of capacity and 
skill appears to have an impact on the effectiveness of budget spend. The category of staff distribution is 
approximately 20% in management, 24% administrative and 56% implementation of budget. Overall, 
members of staff require relatively low levels of formal qualifications for positions of great responsibility. 
 
Asset management has the potential to dramatically improve the efficacy of budget spend as it removes 
the guesswork by programmatically informing when expenditure should occur to proactively optimise an 
assets lifespan. Performing this exercise manually, based on knowledge held by technical staff often in 
elementary occupations can easily result in overspending on superficial maintenance while falling short of 
required budget at major maintenance intervals. 
 
7.5.7. Findings pertaining to economic considerations 
Budget has been shown to be based largely on meeting commitments – not only for work-in-progress 
and contracts with service providers, but to cover staff costs and operational expenses incurred in 
keeping the City of Cape Town going. Operational expenditure does not fluctuate greatly from year to 
year and is based on history plus parameter increase, with the onus on line departments to ensure value 
for money. 
 
Overwhelmingly, respondents believed that budget allocation decision-making could be improved. 
Mechanisms for including social and environmental impacts were shown to be absent. The main 
measures of municipal success applicable were indicated as measuring expenditure against planned 
budget, community surveys and public perception. 
 
The contrast in understanding of the perceived importance of factors influencing the budget process 
between the Finance directorate compared to line directorates was apparent. The lack of understanding 
does not assist the City of Cape Town in achieving optimal budget allocation. 
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7.6 OVERALL CONCLUSION 
 
Notwithstanding comprehensive legislation and commitment, the value derived from allocating budget 
can be improved upon. Paying attention to softer issues such as establishing a shared strategic intent, 
introducing transformational training interventions and providing a structure more amenable to integration 
could enhance value, especially when coupled with technical interventions such as asset management, 
regional prioritisation and triple bottom line consideration. 
 
7.7 IMPLICATIONS OF RESEARCH FINDINGS 
 
The City of Cape Town has received nine consecutive unqualified and is striving for a clean audit for the 
2012/13 financial year. Perception of how the administration is performing could be expected to vary 
extensively depending on the individual bias. Measures of success exist such as the SDBIP, but these do 
not provide insight to the challenges faced by local government.  
 
The study interrogated the budget applicable to a financial year and documented the processes involved 
as well as the perceptions held by staff involved in the budget process. In doing so it exposed that 
resources are under severe strain to achieve compliance within an evolving system that becomes more 
rather than less onerous. 
 
Local authorities are not immune to the impact of an economic downturn and priorities are often 
diametrically opposed. Delivering on the constitutional mandate is complicated by several factors 
including the baseline social inequality, skills shortage, ageing infrastructure and increasing 
administrative load. While excellence should be pursued, it should be acknowledged that ever growing 
demands and increased requirements are likely to have unintended consequences resulting in the 
opposite effect in the medium to long term. 
 
7.8 CONTRIBUTION TO KNOWLEDGE 
 
The efficacy of legislation is continuously put to the test and reviewed by National Treasury. Direction is 
provided through for example MFMA circulars, providing guidance and information to municipalities. 
Inevitably, municipalities need to submit information to NT in response to the circulars, providing material 
to review and further improve upon. While legislation is unarguably very powerful, it becomes a bit of a 
blunt instrument when it is the only weapon in the armoury. Regulations can be increased to a crippling 
extent, but the results may still be questionable, even for fully compliant municipalities as some 
interpretation and subjective assessment. The contribution of the research to local government budgeting 
lies in the following: 
· The study showed that local government has limited space to deviate from the national agenda, but 
that the budget is sufficiently large to provide flexibility to undertake projects across the broad 
spectrum of constitutional duties; 
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· Research indicated that infrastructure is under pressure, both in terms of capacity and condition, 
resulting in an urgency to ensure efficacy of budget spend in local government; 
· The research exposed a disconnect on the understanding of duties and responsibilities between the 
Finance directorate and line departments; 
· The study confirmed that a common understanding of economic value is lacking across departments 
involved in budgeting. Furthermore that most of the participants agreed that a better model of 
allocation was possible; 
· Flowing from the findings, six models were developed, which may be implemented individually or in 
combination to improve the quality of budget decisions, and 
· The validation survey of the models confirmed the contribution to knowledge as most of the 
respondents found merit in implementing a combination of the proposed models. 
 
7.9 RECOMMENDATIONS 
 
It is recommended that the City of Cape Town: 
· Implement the following models: 
o Regional / geographical allocation which aims to use the spatial and demographic data as 
presented geographically by Ward and Sub-council to identify areas that should be given 
priority in provision of municipal services based on a number of criteria. The disparity in level 
of service across the City of Cape Town may be apparent, but the scale of the problem 
complicates quantifying where the need is biggest. The criteria proposed include population, 
existing infrastructure, socio-economic status, and crime rates. The model further considers 
a return to some area based, decentralised management responsibility; 
o Asset management absorbs a large proportion of the overall budget through remuneration of 
staff in management and maintenance, repairs and maintenance budgets, insurance costs, 
refurbishment and replacement of assets including land and buildings, infrastructure, 
community infrastructure, and housing rental stock, while not necessarily providing for well-
maintained assets. Without sufficient information to plan preventative maintenance in asset 
maintenance cycles spanning many years, the various budgets are inflated in some years, 
while falling far short of what is required in others. An enterprise asset management system 
that contains information of major assets and their maintenance requirements will provide 
the City of Cape Town with the opportunity to model maintenance over the long-term and in 
so doing, reduce uncertainty and the risk of unacceptable asset degradation; 
o Common vision and value system underpinning the IDP that provides strategic direction for 
the administration to deliver on its mandate. The IDP is however a detailed and all-
encompassing document touching every aspect of service delivery, which may disguise the 
overall strategic intent encapsulated in the five pillars. The model suggests a programme to 
disseminate and promote an overarching strategic intent with the capacity to enthuse and 
motivate both staff and residents through understanding and embracing of a common vision. 
A strategic intent, when coupled with a sound value system, empowers individuals to make 
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good choices in the absence of perfect information. While some suggestions are made of 
what such a vision may be, the City of Cape Town leadership would have to develop the 
wording; 
o Staff transformation is required to dispel mistrust. The relatively peaceful transition of South 
Africa into a democratic country has been captured in the annals of history. The lack of 
social transformation nearly twenty years later, with ever growing deficits in housing, 
employment, education, healthcare and widening gaps in social inequality is a blight on the 
success story. By definition of being employed, the City of Cape Town’s employees are in 
the fortunate position to have the potential of having a positive impact on society. To have 
maximum impact, officials need to focus on working towards the greater good, setting 
narrow self-interest aside. Broader society may benefit from the transformation of officials 
into conscious citizenry and protectors of social justice. If successful, training interventions 
addressing aspects such as social justice, freedom, transparency could inspire sufficient 
trust, integrity and commitment to ensure that decisions made at all levels by all officials 
have a positive impact, which will have a net benefit to the City of Cape Town; 
o Improved integration can improve efficacy. The scope of City of Cape Town operations is 
such that operating in silos is unavoidable to some extent. This often results in directorates 
and departments’ taking care of their own needs as far as possible, without considering what 
is in the best interest of the City of Cape Town as a whole. Integrative structures exist at 
management level, but at operational level, interactions are more likely to be within the 
same branch or department. With more than a thousand cost centre managers, decisions 
around operational expenditure in particular, is decentralised. If members of staff are well 
informed, the potential exists that budget may be better spent.  Initiatives suggested include 
regular meetings which include all staff, to disseminate information pertinent to the entire 
City of Cape Town, utilising spatial planning to provide a holistic view of city services, and 
empowering the Finance Managers Forum to assess budget priorities across the City of 
Cape Town in consideration of operational requirements at a further level of detail, and  
o Triple bottom line management has to extend beyond compliance and reporting, and should 
form an intrinsic part of all activities. Financially, the City of Cape Town has performed very 
well with 9 consecutive unqualified audits. Clearly, it is critical that the financial systems and 
structures not be compromised. For a fully integrative operation, social and environmental 
issues have to be addressed seriously. Members of staff need to be sensitised with respect 
to the social and environmental impact of their municipal function, which in part will form part 
of the staff training interventions suggested in popularising the strategic intent and creating a 
transformed mind-set. Financial integrity cannot be compromised, and the budget alignment 
of service delivery budget implementation plans has to continue. Triple bottom line reporting 
can be a useful tool to consolidate all interventions aimed at improving budget allocation, 
and 
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· Further that cognisance be taken and expressed of the dual and contrasting objectives of providing 
dignity through basic service delivery to the average citizen and pursuing economic growth through 
asserting the status of a world-class city, with concomitant strain on the budget; 
 
It is recommended that National Treasury: 
· Consider providing different thresholds and requirements for different municipalities, according to 
size and financial performance for example; 
· Progressively stricter controls do not necessarily improve performance. A level of administrative 
saturation is close at the expense of service delivery, and 
· Processes related to supply chain management result in lengthy procurement periods without 
necessarily enhancing value-driven outcomes. Within preferential procurement principles, SCM 
reform may be required to unlock the current obstacles. An example would be to provide 
consistency across metropolitan municipalities in a centralized policy, which will provide the market 
with consistent information and process thus creating space for improved responses and reduced 
legal interventions. 
 
7.10 RECOMMENDATIONS FOR FURTHER RESEARCH 
 
The continuous change in this sphere means that there will always be scope for further research. The 
applicability to other metropolitan municipalities has not been established, nor to other spheres of 
government. Opportunities for further research in this field identified through the study include: 
· The social impact of privatisation of non-core services; 
· Differentiation between metropolitan municipalities from the rest in legislation, given the skills, 
expertise and scale of operations; 
·  Detail analysis of the social and environmental impacts of transport, water, sanitation, electricity 
and social infrastructure; 
· The impact of political change in leadership with concomitant 5-year plan on the long-term 
viability of local government, and 
· Redefining basic services, away from water, sanitation and energy towards community, shelter 
and mobility. 
 
7.11 CONCLUDING REMARKS 
 
This thesis originated in exploring the problem statement that suboptimal budget allocation reduces the 
efficacy of local government in its core business of providing services to the local community. Where 
money is allocated in an inefficient and ineffective manner, society loses. It is recognised that a study 
such as this is unlikely to have a dramatic impact on the national fiscus, but it is important in that it may 
have some influence on the budget of a metropolitan municipality serving close to four million South 
Africans.  
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Through a variety of business movements over the past decades such as pursuit of excellence, 
continuous improvement, total quality management and others, the corporate world has developed an 
obsession with control; a perception often blindly followed that trying harder, doing more will result in 
better outcomes. Unfortunately not even the financial crisis starting around 2008 managed to dispel this 
mode of operation as unsustainable. Corporate governance may have softened slightly as evidenced by 
King III’s move to ‘comply or explain’ from the earlier ‘comply or else’ stance, but in general the financial 
crisis has hardened the corporate world further. Aligned to this softening, the study proposes parallel 
models that address the human side of budgeting, while not compromising compliance to financial 
regulations and legislative controls. 
 
In conclusion, it is believed that a change in focus can have a positive impact on society, even at the 
level of budget allocation in the City of Cape Town. 
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ANNEXURE 1: MFMA CIRCULARS 
 
1. Circular 1 of 2004: Introduction to the MFMA 
 
The first MFMA circular was issued on 20 April 2004 and provided further context to the Act, prior to its 
coming into effect on 1 July 2004. The circular highlighted a number of issues around the purpose and 
implementation of the Act, amongst others: 
· To address the uneven capacity in local authorities by providing a common framework with the 
overarching aim of resulting in a strong, well-managed and accountable local government service; 
· To provide a sound financial governance framework which defines and separates roles and 
responsibilities of elected office-bearers and officials; 
· To address the parlous state in some municipalities by ensuring sustainability of expenditure and 
revenue through the introduction of rigorous controls; 
· To provide a collective learning experience at a local authority level in an effort to capacitate 
officials so that maintenance of good practice will be sustainable; 
· To encourage all municipalities to internalise the spirit of the Act and not seek merely to comply, 
and to observe the spirit of the regulations prior to official implementation is required; 
· To provide assurance that municipalities will be supported by provincial and national government 
and also that training programmes were under development. 
 
2. Circular 2 of 2004: Supply Chain Management 
 
The second circular was issued in July 2004 and provided guidance on SCM matters prior to 
implementation of the new SCM framework in December 2004. The circular again emphasized the 
importance of assimilating the spirit of the Act, and that even low-capacity municipalities could 
successfully implement the Act within the allowed timeframes. 
 
3. Circular 3 of 2004: MFMA Supporting Materials 
 
The third circular followed in August 2004, in response to issues raised at provincial workshops. A list of 
topics of further circulars was provided, as well as another caution for local authorities not to engage with 
training providers as none had been accredited yet. 
 
4. Circular 4 of 2004: Specimen Financial Statements 
 
The fourth circular dealt with the removal of specimen financial statements off the website. It provided for 
a timescale for submission of annual financial statements in compliance with GRAP according to the 
capacity of the municipality, between 2006 and 2008, while GAMAP was still acceptable in the absence 
of the new formats being published. 
 
5. Circular 5 of 2004: Implementation Priorities 
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This circular was superseded by Circular 38. 
 
6. Circular 6 of 2004: MFMA Workshops: Supply Chain Management 
 
This circular extended an invitation to senior officials and those involved in SCM to attend one of 6 
workshops held in September 2004 in clarification of the SCM regulations prior to implementation in 
December. 
 
7. Circular 7 of 2004: MFMA Implementation Plan Template 
 
As one of the priorities, each municipality had to submit to National Treasury by 31 October 2004 an 
implementation template outlining what each municipality intended to achieve by key dates over a 3 to 5 
year period in its implementation of the MFMA. The explanatory notes in the Circular provided guidance 
on completing the template. 
 
8. Circular 8 of 2004: Section 164(1)(c) – Forbidden Loans 
 
Circular 8 provided clarity on what constitutes a loan in terms of the MFMA and advised the categories 
where loan agreements entered into prior to 1 July 2004 needed to run their course, 
 
9. Circular 9 of 2004: Training 
 
The emergence of non-accredited training courses is the topic of the ninth circular that reminds 
municipalities that no training courses had been accredited yet. Dates for two-day training courses 
arranged by National Treasury are provided. 
 
10. Circular 10 of 2004: 2005/2006 Budget Cycle 
 
Circular 10 is the first of an advisory circular distributed every year dealing with the budget process of the 
following year. It emphasizes the importance of consultation around the IDP and budget process as 
major change issues which every municipality must plan for thoroughly. As this was the first time budget 
preparation occurred under the MFMA, the circular covered the six steps in preparing a budget in some 
detail, included in the body of the thesis. 
 
 
11. Circular 11 of 2005: Annual Report: Guidelines 
 
Circular 11 was issued in January 2005 and provides comprehensive guidance on preparation of Annual 
Report including Audited Financial Statements. The circular notes that historic annual reports tended to 
market municipalities’ rather than provide an accurate report of performance against stated objectives, 
thus the requirement for a new mind-set in preparation of the annual report to align with the MFMA. 
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12. Circular 12 of 2005: Definition of ‘Vote’ in MFMA 
 
Although the MFMA defines the meaning of ‘vote’, questions of clarity from a number of municipalities 
resulted in the circular being issued. The purpose for introducing the concept of a ’Vote’ include: 
· To facilitate accountability of senior managers; 
· To compare budget within a municipality year-on-year; 
· To compare budgets of different municipalities and consolidate into meaningful reports, 
and 
· To provide for comparison between municipalities in South Africa and other countries. 
To enable the above, the classification introduced by the MFMA is based on that of the International 
Monetary Fund’s (IMF) Government Finance Statistics (GFS) classification of functions and sub 
functions. Vote classification in terms of Government Finance Statistics (GFS) Functions & Sub-functions 
is covered in Chapter 2. 
 
13. Circular 13 of 2005: Service Delivery and Budget Implementation Plan 
 
This circular was issued at the end of January 2005, and explained the concept behind, the methodology 
of implementation and the required formats for the Service Delivery and Budget Implementation Plans 
(SDBIP). While the budget gives effect to the strategic priorities as expressed in the IDP, the SDBIP 
provides the management plan and measurement and monitoring structure to ensure that these priorities 
are implemented. As it has been designed, the SDBIP is intended to provide for a performance contract 
between the community, the administration, and elected councillors for implementation of the IDP. 
 
The SDBIP is meant to function as a multi-layered tool, which tracks quarterly performance. The top level 
encompasses the City’s performance goals linked to senior management, and is formally submitted to 
the mayor for approval before being tabled at Council and being published. The published SDBIP can 
only be amended during the adjustment budget and any amendments need to be tabled at Council. This 
control has been put in place to ensure that the mayor or / and municipal manager cannot unilaterally 
revise targets in an attempt to mask poor performance. 
 
The published SDBIP is intended to cascade downwards with each reporting level providing further detail 
and allocating specific targets to managers reporting to them. The lower level SDBIP’s are dynamic and 
can be amended as circumstances require, as long as it does not affect the published SDBIP. The 
intention of quarterly reviews is to provide early warning, particularly of financial discrepancies with 
targets, to allow for these to be addressed within the budget cycle. Determining meaningful and 
measurable indicators for service delivery was expected to be more challenging, and to evolve over time. 
 
The published SDBIP needs to allow for inputs, outputs and outcomes for senior managers, by vote. 
Service delivery targets have to be established for each ward or designated area. While the SDBIP 
provides for measuring financial information for the attendant budget of a particular year, the three-year 
capital plan should be incorporated. The SDBIP requires 5 components: 
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· Monthly projections of revenue for each source; 
· Monthly projections of expenditure (operating and capital) and revenue for each vote; 
· Quarterly projections of service delivery targets and performance indicators for each vote; 
· Ward information for expenditure and service delivery, and 
· Detailed capital works plan broken down by ward over three years (Republic of South Africa, 2005d: 
5). 
 
14. Circular 14 of 2005: 2005 Division of Revenue Bill and Municipal Budgets 
 
The fourteenth circular aims to guide municipalities on national budget priorities, to ensure alignment 
within the spheres of government, and clarifies implications of legislative compliance arising from the 
Division of Revenue Bill. The DORA circulars are particularly pertinent to a specific budget year, including 
macro-economic trends and forecasts Republic of South Africa, 2005e: 5). 
 
15. Circular 15 of 2005: Budget Submission 2005/06 
 
During the early stages of MFMA implementation, budget circulars provided detailed guidance on the 
requirements to assist municipalities to comply. The circular deals with detailed requirements of the 
submission, providing templates and timeframes. 
 
16. Circular 16 of 2005: Municipal Supply Chain Management Training 
 
Circular 15 advised municipalities of SCM training courses presented in each of the provinces, with a 
view to implementation in all municipalities from 1 July 2005. 
 
17. Circular 17 of 2005: Qualifications and Training 
 
Circular 17 provides information on the development of a municipal financial management qualification 
aligned to the National Qualification Framework. The circular again warns against engaging unaccredited 
training providers, and provides information on learnerships and mentorship. 
 
18. Circular 18 of 2005: Implementation of New Accounting Standards and Format of Annual 
Financial Statements 
 
New accounting standards were introduced with Generally Recognised Accounting Practice (GRAP) 
replacing the Generally Recognised Municipal Accounting Practice (GAMAP), which came into existence 
in 1998. High capacity municipalities were advised through Circular 18 that the introduction of GRAP 
standards would commence in the 2006/06 financial year, while medium and low capacity municipalities 
had a further year and two years’ grace respectively. 
 
19. Circular 19 of 2005: Budget Process 2006/7 
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Circular 19 deals with the 2006/07-budget process, supplementary to Circular 10 that covered the 
2005/06 budget cycle. The circular underpinned the importance of an integrated process in reviewing the 
IDP while preparing the budget and talking full advantage of the opportunity to engage the community to 
ensure relevant outcomes. The impact of municipal elections is discussed, insofar as it impacts upon the 
budget process. The six steps to preparing a budget as detailed before are updated with additional 
information specifically pertaining to deadlines, based on experience subsequent to Circular 10 being 
issued. The importance of the schedule of key deadlines is again emphasized. 
 
20. Circular 20 of 2005: Delegations 
 
Circular 20 delegates the implementation of MFMA to Provincial Treasuries for municipalities listed in the 
Circular. National Treasury retains responsibility for the largest municipalities in each province and 
confirms its commitment to capacity building through regular meetings with various bodies regarding 
developments related to the MFMA. 
 
21. Circular 21 of 2005: Section 44 – Disputes between Organs of State 
 
Circular 21 aims to clarify the provisions of Section 44 of the MFMA that deals with the resolution of 
disputes between organs of state. 
 
22. Circular 22 of 2005: Supply Chain Management: Model Policy 
 
Circular 22 provides a model SCM policy and code of ethical standards for amendment and adoption by 
municipalities. Any material deviation from the model policy has to be reported to National Treasury. 
 
23. Circular 23 of 2005: Bulk resources for municipal services 
 
As the cost of bulk services impacts directly on the municipal budget, Circular 23 outlines the public 
participation process organs of state have to follow prior to adjusting pricing for bulk services. Guidance 
dates are provided which would assist municipalities to participate meaningfully. If deadlines are not met, 
then price adjustments could be delayed until the next financial year, providing reasonable certainty to 
municipalities in the cost of bulk services as it obviates the possibility of price shocks. 
 
24. Circular 24 of 2005: Training 
 
This circular again deals with municipalities utilising service providers to provide MFMA related training 
without accreditation.  
 
25. Circular 25 of 2005: Supply Chain Management Guide, General Conditions of Contract and 
Municipal Bidding Documents 
 
Circular 25 provides documents and templates for seamless implementation of the SCM regulations. 
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26. Circular 26 of 2005: Long-term borrowing 
 
The circular advises municipalities of the need to consult with National and Provincial Treasury prior to 
raising debt. 
 
27. Circular 27 of 2005: Medium Term Budget Policy Statement 2005 
 
Circular 27 was issued in light of the Minister of Finance’s Policy Statement, intended to guide 
municipalities in the preparation of their 2006 MTREF through the provision of growth parameters, advice 
on local government transfers as well as municipal elections. 
 
28. Circular 28 of 2005: Budget Content and Format – 2006/07 MTREF 
 
As the budget process evolves, refinements are added; in the instance of this circular, the budget content 
and format is fleshed out. Emanating from earlier experience, two key concepts are underlined: 
· Funding the Budget: Balancing the budget under GRAP requires a more comprehensive approach 
than before. Annual budgets may only be funded from: 
o revenue collection, the forecast of which must be realistic; 
o accumulated funds from previous years, not committed for other purposes, and 
o borrowed funds for capital expenditure. 
The new formats further require that the Income Statement and Balance Sheet be considered 
simultaneously. 
· Credible budget: A creditable budget requires proper planning with realistic revenue recovery to 
ensure full budget spend at financial year-end. Characteristics of a creditable budget include: 
o A realistic IDP aligned with the financial constraints of a municipality; 
o Service delivery targets and performance agreements are realistic and achievable; 
o Revenue and expenditure budgets are consistent with past performance, supported by 
documentation and defensible assumptions;  
o Does not jeopardise the financial viability of a municipality, and 
o Contains appropriate delegations to exercise sound financial management (Republic of 
South Africa, 2005: 2) 
The balance of the Circular deals in detail with the content of the budget, prescribing that all 
municipalities follow the standard format, providing a consistency that facilitates comparison, provincial 
and national reporting. 
 
29. Circular 29 of 2006: Supply Chain Management Issues 
 
Certain aspects of SCM issues are emphasized, such as the constitutional obligation not to exclude any 
entity from bidding on government work, bid evaluation cost estimates and identification of measurables 
for preferences points. 
 
30. Circular 30 of 2006: 2006 Division of Revenue Bill 
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The circular was issued merely as a cover for the 2006 Division of Revenue Bill. 
 
31. Circular 31 of 2006: Budget Tabling and Adoption 
 
The circular was issued on 10 March 2006, to remind municipalities of budget tabling and adoption 
deadlines, in light of recent local government elections. It was emphasized that no exemptions for late 
delivery would be considered. 
 
32. Circular 32 of 2006: The Oversight Report 
 
Circular 32 was aimed at councillors, particularly those newly elected, providing practical guidance on 
financial governance. The oversight report is the final step in the annual reporting process, and contains 
council’s comments on the annual reports of its municipality (and municipal entities, where they exist). 
The circular expresses the challenge facing councillors “to utilise their strategic plans, budget documents 
and annual reports to improve oversight and to hold municipal departments and entities and the 
executive to account for their performance.” (Republic of South Africa, 2006a: 7) The circular contains a 
template for the report itself as well as key dates to assist in the completion. 
 
33. Circular 33 of 2006: Supply Chain Management Issues 
 
Circular 33 provided a new bidding document to municipalities, which included for a compulsory 
declaration on abuse of the SCM system. 
 
34. Circular 34 of 2006: Supply Chain Management Issues 
 
This circular provided detail on the requirement to report to National Treasury on all contracts in excess 
of R100 000 as well as providing guidelines for the operation of Bid Adjudication Committees. 
 
35. Circular 35 of 2006: Interactive Multimedia Learning 
 
The intent, methodology and content of an interactive learning programme on the MFMA were explained 
in Circular 35. The course was designed for both officials and councillors to aid in successful 
implementation of and adherence to the MFMA. 
 
36. Circular 36 of 2006: Annual Financial Statements for 2005/06 for municipalities and 
municipal entities 
 
The circular, issued on 11 July 2006 provided the necessary information for municipalities to prepare 
their financial statements timeously in term of new formats. In particular, the circular covered: 
· Applicable accounting standards and formats; 
· Specimen municipal annual financial statements; 
· Consolidated specimen financial statements; 
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· Timing and implementation by capacity; 
· Withdrawal and resubmission of financial statements; 
· The municipal audit file; 
· Additional disclosures, and  
· Non-compliance with chapter 12 of the MFMA, relating to non-submission or late submission of 
financial statements (Republic of South Africa, 2006b: 1). 
 
37. Circular 37 of 2006: Municipal Public-Private Partnerships 
 
Circular 37 concerns the functions of the Project Development Facility (PDF), which facilitates and 
assists in the formation and operation of Public-Private Partnerships (PPP’s). PDF replaced functions 
previously undertaken by the Municipal Infrastructure Investment Unit, in addition to those related to 
PPP’s. 
 
38. Circular 38 of 2006: Implementation Priorities (replaced Circular 5) 
 
The circular was issued in September 2006 and provided an updated checklist for completion by 
municipalities including revised dates for submission of documents and clarification of further SCM 
issues. 
 
39. Circular 39 of 2006: MFMA Learning DVD Launched 
 
The circular accompanied the launch of the DVD, providing some advice on use. 
 
40. Circular 40 of 2006: Supply Chain Management Implementation Checklist 
 
To provide assistance required by a number of municipalities, NT issued a checklist to aid 
implementation of SCM reforms. 
 
41. Circular 41 of 2007: 2007/08 MTREF update 
 
The first circular of 2007 was issued to provide information on policy priorities, the fiscal framework, 
growth parameters and local government transfers for the 2007/08 MTREF budget.  
 
42. Circular 42 of 2007: Funding a Municipal Budget 
 
In addition to the funding information provided in Circular 28, this circular reinforces the intent of budget 
related provisions in the MFMA. The MFMA introduced accrual-based in favour of fund-based financial 
management in an effort to ensure medium-term sustainability of municipal budgets. It is noted that “a 
realistic, credible, viable and sustainable budget is achieved through simultaneous alignment of projected 
financial performance, financial position and cash flows.” (Republic of South Africa, 2007: 1). The 
predominant principle of this approach is that current contributors (rate-payers and communities) pay for 
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the services which they have access to and use at a fair rate, without either providing funding for future 
users, or neglecting maintenance to the extent that future payers will be negatively impacted. 
 
The move away from a funded-budget, where incoming funds were balanced with outgoing funds plus 
any reserves, requires a transparent budget and accounting system approach. The circular concludes by 
providing a detailed example of achieving a financial performance budget. 
 
43. Circular 43 of 2007: Restriction of suppliers and BBBEE objectives 
 
Circular 43 deals with the implementation of the Preferential Procurement Policy Framework Act together 
with municipal SCM policy, with a particular focus on the tendering of fraudulent credentials, the 
consequences of such misrepresentation, as well as amendments to the General Conditions of Contract. 
 
44. Circular 44 of 2007: Preparation of Annual Financial Statements based on the Exemption 
Gazette 30013 
 
Circular 44 issued on 25 July 2007 provided detail on the exemptions granted for preparation of financial 
statements of the 2006/07 financial year. 
 
45. Circular 45 of 2008: 2008/09 MTREF Budget 
 
The first circular of 2008 was issued to provide information on National priorities, macroeconomic 
forecasts, the 2008/09 budget process and timelines and local government transfers for the 2008/09 
MTREF budget.  
 
46. Circular 46 of 2008: Supply Chain Management: Checking the prohibition status of 
recommended bidders 
 
This circular provides the necessary information for municipalities to confirm the eligibility of preferred 
bidders to be awarded municipal contracts. 
 
47. Circular 47 of 2009: MFMA – Capacity Building & Training 
 
The first circular of 2009 reminds municipalities that they would need to comply with the Municipal 
Minimum Competency Regulations by 2013. Details of the Municipal Finance Management Programme 
(MFMP) are included, as well as guidance of using internship programmes as part of capacity building. 
 
48. Circular 48 of 2009: Municipal Budget Circular for the 2009/10 MTREF 
 
This circular was issued to provide information apposite to the preparation of the 2009/10 MTREF in 
consideration of the prevailing economic climate. It included advice in light of the global financial crisis, 
government priorities, inflation forecasts, bulk electricity tariff increase, and municipal transfers. The 
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circular provided details in two Annexures due to the anticipated impact of financial and energy crises on 
municipal finances. 
 
49. Circular 49 of 2009: Non-payment of Obligations 
 
Circular 49 was issued in response to a trend of some municipalities not paying their creditors within 30 
days of invoice. Measures for corrective action were outlined, including a summary of actions required by 
municipalities. 
 
50. Circular 50 of 2009: Preparation of the Municipal Audit File 
 
Circular 50 provides the necessary information on approach and content to prepare a municipal audit file 
for submission to the Auditor General, to enable a smooth audit process. 
 
51. Circular 51 of 2010: Municipal Budget Circular for the 2010/11 MTREF 
 
Circular 51 provides the most comprehensive information to date, indicating approach to a level of 
maturity in implementation of the MFMA and municipal progress in understanding the requirements. The 
emphasis is on measures of austerity and ’doing more with existing resources’ in providing an efficient 
and effective public service that plays a significant role in reducing regional unemployment (Republic of 
South Africa, 2010b: 2). Reforming procurement and countering corruption remains on the agenda. The 
circular again addressed issues such as inflation forecasts; bulk electricity and water tariff increases and 
municipal transfers, as well as the impact of implementation of the National Property Rates Act. The 
detailed circular is not analysed as it is directly applicable to the budget year preceding the year that is 
the focus of this study. 
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52. Circular 52 of 2010: Prohibition of Restrictive Practices Certificate of Independent Bid 
Determination 
 
Circular 52 outlined restrictive practices in SCM, in an effort to eliminate collusion and contravention of 
the Competition Act No. 89 of 1998. 
 
53. Circular 53 of 2010: Amended Guidelines in Respect of Bids that include Functionality as 
a criterion for evaluation 
 
This circular provides information on inclusion of functionality as a criterion in evaluation of bids, 
applicable to Supply Chain Management practices. 
 
54. Circular 54 of 2010: Municipal Budget Circular for the 2011/12 MTREF 
 
Circular 54 is the final circular directly applicable to the budget year under consideration and was issued 
in 2010, a month earlier than MTREF budget circulars had been issued before.  An additional item to the 
usual MTREF content is the aim to motivate municipalities to adhere to the budget process through better 
preparation and planning despite local government elections.  
 
55. Circular 55 of 2010: Municipal Budget Circular for the 2011/12 MTREF 
 
Circular 55 was issued on 7 March 2011 in addition to Circular 54, providing additional and updated 
information and guidance to be applied in the 2011/12 MTREF 
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ANNEXURE 2: STRUCTURE OF DIRECTORATES GROUPED UNDER HUMAN CAPITAL 
CO
MM
UN
IT
Y 
SE
RV
IC
ES
 
 
Constitutional functions: 
Libraries; Child-care facilities; Pontoons, jetties, piers and harbours; Beaches and amusement facilities; 
Cemeteries; Local amenities; Sports facilities; Parks and recreation; Public places. 
Executive Director: Community Services  
3 819 staff members, cost of R661 249 307 (as at July 2012) 
Directors  x 3 
Managers x 35 
Heads  x 45 
Director Manager Head 
 Finance*  
 Projects, Strategy & Support*  
 HR Business Partner*  
   
City Parks 
 
District (Eastern) Area 1-5 (5 x Head posts) 
Technical and General Support 
District (Southern) Area 1-5 (5 x Head posts) 
Technical and General Support 
District (North) Area 1-5 (5 x Head posts) 
Technical and General Support 
District (Central) Area 1-5 (5 x Head posts) 
Technical and General Support 
Support Services   
Specialised Operations  
 Finance 
   
Library & Information 
Services 
District Library & Information (x 6)  
Support Services Manager  
 Finance 
   
Sport & Recreation District Sport & Recreation (x 17) Area Head (x 17) 
Specialised Operations Research and Information 
Capital Programme Implementation  
 Finance 
SO
CI
AL
 A
ND
 E
AR
LY
 C
HI
LD
HO
OD
 
DE
VE
LO
PM
EN
T 
 
Constitutional functions: 
 
Executive Director:  
91 staff members, cost of R31,096,585 (as at July 2012) 
Directors  x 2 
Managers x 2 
Heads  x 0 
Director Manager Head 
 Finance*  
 Social Development Facilitation (X 
4)* 
 
Project Development & 
Implementation 
  
   
Strategy, Research & 
Knowledge 
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CI
TY
 H
EA
LT
H 
 
Constitutional functions: 
Health services; Municipal health services; Licensing and control of food vendors 
Executive Director: Health 
1 616 staff members, cost of R409 647 575 (as at July 2012) 
Directors  x 0 
Managers x 10 
Heads  x 18 
Director Manager Head 
 Finance*  
 Support Services*  
   
 District Managers (x 7) Environmental Health (x 7) 
 Personal Primary Health (x 7) 
   
 Specialised Health Services HIV/AIDS & TB 
 Environmental Health 
 Information & Technology 
 Training 
 
HU
MA
N 
SE
TT
LE
ME
NT
S 
 
Constitutional functions: 
Housing, Urban and rural development 
Executive Director: Human Settlements 
851 staff members, cost of R219 735 605 (as at July 2012) 
Directors  x 4 
Managers x 14 
Heads  x 31 
Director Manager Head 
 Finance*  
 Support Services* Logistics Support 
 General Administration 
 New Settlements* Regional Project Coordinators (x5) 
 Housing Development Coordination 
 Existing Settlements* Rental Stock (x5) 
 Housing Maintenance 
 Informal Settlements* Management of Informal settlements 
 Engineering Services 
 Quantity Survey 
 Planning 
 Architecture 
 Construction Management 
 Anti-land invasion 
 Housing Land and Planning* Land Restitution & Social Housing 
 Strategic coordinator*  
 National Housing Programme* Subsidy and HSS Administration 
 Project Approvals and Contracts 
   
Strategy, Support & 
Coordination 
Administrative Manager Housing Policy and Research 
Strategy Coordination and Monitoring 
Communication & Stakeholders 
Su-council and Area Coordination 
Housing Information 
   
Urban Renewal 
Programme 
Integration & Coordination  
URP regional (x2) Project Support 
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Development services Support Services Manager Project Management Support 
   
Urbanisation Municipal Infrastructure Grant  
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ANNEXURE 3: STRUCTURE OF DIRECTORATES GROUPED UNDER SERVICES 
INFRASTRUCTURE 
TR
AN
SP
OR
T,
 R
OA
DS
 &
 M
AJ
OR
 P
RO
JE
CT
S 
 
Constitutional functions: 
 Public transport; Municipal public transport; Municipal roads; Traffic and parking 
Executive Director: Transport, Roads & Major Projects 
2 140 staff members, cost of R443 034 680 (as at July 2012) 
Directors  x 5 
Managers x 20 
Heads  x 60 
Director Manager Head 
 Finance*  
 Strategic Support* Administration 
 HR Business Partner  
   
Transport Integrated Transport Planning Transport Planning & Policy 
Universal Access & non-motorised 
Modelling & Systems Analysis 
Impact Assessments 
Public Transport Statutory Planning 
Integrated Special Projects 
Transport Network Operations Network Development 
Network Information 
Network Technology 
Integrated Public Transport Public Transport Operations 
Public Transport Facilities Management 
Public Transport marketing 
Public Transport Regulation 
Transport Network & Infrastructure Project Planning & Concepts 
Infrastructure Planning & Design 
Contracts & Tenders 
Area Programme Management (x 3) 
Integrated Special Projects 
Technical Support Finance 
Information Systems 
Asset & Risk Management 
   
Roads & Stormwater Infrastructure Maintenance District Works Head (x 4) 
Rivers Storm water & Catchments Strategy & Specialist Support 
Regional Catchment Planning  (x 4) 
Specialist Operational Support 
Capital Programme Implementation Roads & Storm water Design 
Tenders & Contract Management 
Project Management (x 4) 
Operations & Assets Operations Integration 
Pavement Materials and Rehabilitation 
Roads Asset & Strategy 
Infrastructure Materials & Rehabilitation 
Structures 
District Roads & Storm water (x 8) 
Roads Policy 
Support Services Asset Management 
Finance 
Administration 
Information Systems 
   
2010 Technical   
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IRT Implementation 2010 Integration  
IRT System Plan and Modelling  
IRT Integration & Projects  
IRT Infrastructure & Development  
 IRT Finance 
   
IRT Operations Industry Transition  
Business Development  
Operations  
 Finance 
 
UT
IL
IT
Y 
SE
RV
IC
ES
 
 
Municipal public works (Corporate services?); Water and Sanitation services; Cleansing; Refuse removal and 
disposal; Street lighting 
Executive Director:  Utility Services 
9 888 staff members, cost of R1 787 756 918 (as at July 2012) 
Directors  x 4 
Managers x 27 
Heads  x 104 
Director Manager Head 
 Strategic Support*  
 Project Monitoring Unit* Technical Programmes 
   
Electricity Services Technical Support Services Electrical Support 
Engineering & Plant 
Fleet Management 
Infrastructure Management Regional Distribution (x 3) 
High Voltage 
Engineering 
Protection Telecomms 
Electricity Supply Network Control 
Electronic Security Services 
SCADA Services 
Green Energy 
Generation 
HR Business Partner Organisational Support 
Training 
Finance & Commercial Accounting & Financial Planning 
Revenue Management 
Business Information 
Assets & Insurance 
Sales & Customer Relations Revenue Protection 
   
Service Regulation & 
Logistics 
Support Services Manager  
Finance  
   
Solid Waste Technical Services Workshop 
Fleet 
Facility & Fixed Plant Maintenance 
Cleaning Area Cleaning (x 4) 
Specialised Equipment Services 
Events & Partnerships 
Contract Management 
Operations Coordination 
Collections Area Collections (x 4) 
Operations Coordination 
Annexures  2 April 2013 
   255
Facility & Contract Administration 
Research & Development 
Planning Waste Minimisation 
Public Awareness 
Integrated Waste Management 
Business Improvement  
Information Technology Services 
Management & Geographical Info 
Support Services  
Finance & Commercial Financial Asset Management 
Accounting and Financial Management 
Capital & Operating Budgets 
Revenue Management 
Financial Administration 
Disposal Disposal Specialist 
Contract Management Services 
Area Disposal (x 2) 
Research & Development 
HR Business Partner  
 Loss Control 
   
Water & Sanitation Bulk Water Bulk Water Supply 
Finance & Administration 
Integrated Quality Management 
Bulk water Operations 
Infrastructure Planning 
Implementation 
Waste Water Treatment Area Operations (x 2) 
Operational Support & Logistics 
Projects & Implementation 
Finance & Administration 
Engineering & Asset Management Design & Contracts 
Reliability Engineering 
Mechanical Engineering 
Electrical Engineering 
Fleet Management 
Risk Management 
Process Control Systems 
Technical Training 
Reticulation District Reticulation (x 7) 
Operational Logistics 
Customer & Meter management 
Administration & Finance 
Informal Settlements 
Planning, Design & Projects 
Scientific Services Quality Assurance 
Finance & Administration 
Water Laboratory 
Air-quality Laboratory 
Biological Science 
Support Services IT & Information Management 
Water Demand & Strategy Water Services development 
Policy, Strategy & Regulation 
Water Demand Management 
Business development 
Finance & Commercial Revenue Management 
Contract Administration 
Capital & Operating Budgets 
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Asset Management 
Accounting & Financial Admin 
HR Business Partner  
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ANNEXURE 4: STRUCTURE OF DIRECTORATES GROUPED UNDER NATURAL CAPITAL 
EC
ON
OM
IC
, E
NV
IR
ON
ME
NT
 &
 S
PA
TI
AL
 P
LA
NN
IN
G 
 
Constitutional functions: 
Environment; Nature conservation; Air pollution; Building regulations; Municipal planning; Billboards and public 
advertisements; Trading regulations; Markets; Street trading 
Executive Director: Economic, Environment & Spatial Planning 
820 staff members, cost of R284 798 261 (as at July 2012) 
Directors  x 5 
Managers x 24 
Heads  x 35 
Director Manager Head 
 Finance*  
 Support Services*  
   
Spatial Planning and Urban 
Design 
Urban Design  
City Growth Management  
Capital Projects Implementation  
Spatial Planning  
Support Services  
   
Economic & Human 
Development 
Business Support & Skills 
Development 
 
Local Area Economic Development LAED Policy & Strategy 
Local Area Coordination 
Economic Information & Research  
Economic Development Facilitation Development Facilitation Unit 
Sector Trade & Investment 
   
Environmental Resource 
Management 
Biodiversity Management District Heads (x 4) 
Environmental Management Systems Environmental Management Framework 
Environmental Management Systems 
Environmental Capacity Building Environmental Capacity Building 
 Environmental Communication & Advice 
 Sustainable Livelihoods  
Environmental & Heritage (5 x) Environmental & Heritage (5 x) 
 Environmental Policy & Strategy 
 Project Partnership & Development 
 Financial Services 
 Energy & Climate Change 
   
Planning & Building 
Development 
Regional Managers (x 3) District Managers (x 9) 
Systems Integration Technical Information Systems 
Development Policy & Processes Legislation and Enforcement 
Land Use Management 
Building Development Management 
   
Development Facilitation 
Unit 
  
 
TO
UR
IS
M,
 E
VE
NT
S 
& 
MA
RK
ET
IN
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Constitutional functions: 
 Tourism; Local tourism 
Executive Director: Tourism, Events & Marketing 
164 staff members, cost of R58 329 046 (as at July 2012) 
Directors  x 4 
Managers x 8 
Heads  x 8 
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Director Manager Head 
 Finance*  
  Projects & Service Coordination 
 Arts & Culture* Arts & Culture 
 Policy & Programme 
   
Tourism Local Area Tourism Development  
Destination Development Strategic Tourism Infrastructure 
Destination Planning 
   
Projects (CT Stadium) Project Coordinator: 2010 Operations  
Green Goal Programme  
Event Marketing  
 Support Services  
   
Events Events Events 
Film & Events Permitting 
   
Place Marketing   
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ANNEXURE 5: STRUCTURE OF DIRECTORATES GROUPED UNDER PUBLIC INSTITUTIONAL 
CAPITAL 
CO
RP
OR
AT
E 
SE
RV
IC
ES
 
 
Constitutional functions: 
Administration. 
Executive Director: Corporate Services  
1 792 staff members, cost of R457 615 511 (as at July 2012) 
Directors  x 6 
Managers x 29 
Heads  x 64 
Director Manager Head 
 Finance*  
 Employment Equity * 
 
Affirmative Action & Disability 
 Diversity & Gender 
 Customer relations* Corporate contact centre 
   
Communications 
 
Media  
 Marketing 
 Administration & Production 
 e-Communications 
 Newsletter 
   
Employee Shared  Services 
 
Training and Development  
Occupational Health & Safety  
Payroll and Personnel Administration Payroll Administration 
Support Services Manager 
Staff Housing 
Employee Wellness  
   
Information Systems & 
Technology 
 
Distributed Computing Service Management 
Front-end Services – Central 
Messaging and Collaboration 
Directory & Services Systems 
Training 
Front-end Services 
Infrastructure Enterprise Management 
Business Continuity 
Enterprise Operating Systems 
Business Applications Custom Development 
Packaged Applications 
Business Intelligence and Spatial Apps 
Office Productivity Automation 
IT Programme Office & Admin IT Programme Office 
IT Change Management & Development 
IT Resource Sourcing & Contracts 
IT Finance & Administration 
Telecommunication Voice Telecommunication 
Internet Telecommunication 
Data Telecommunication 
Non-fixed Telecommunication 
Architecture & Governance Security Architecture 
ERP Support Centre Infrastructure Lifecycle 
ERP HR & Payroll 
ERP Finance 
Property & Real Estate 
ERP Revenue 
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ERP Solutions 
ERP Software factory 
   
Specialised Technical 
Services 
 
Fleet and Mechanical Workshops Fleet 
Plant 
Fleet Operations 
Workshops 
Support Services Asset Management 
Contracts and Tender administration 
Finance 
General Admin and IT 
Specialised Electronic and Radio 
Services 
Infrastructure 
Radio Subscribers 
Development and Planning 
Facilities Management Maintenance Services 
Tenant Management 
Project Services 
Corporate HQ 
Safety & Security Services 
Space Planning & Allocation 
   
Strategic Development 
Information 
 
Information & Knowledge Strategy  
Strategic Information Strategic Information Analysis 
Policy & Research 
Knowledge Resources & Support  
   
Strategic HR 
 
Collective Bargaining Collective Engagement Specialist 
Labour Relations 
Labour Relations  
Conditions of Service Job Evaluation 
Talent Management Recruitment and Selection 
Assessment and Psychometric testing 
HR Development 
Business Improvement  
HR Business Systems  
Organisational Change  
 
DE
PU
TY
 C
IT
Y 
MA
NA
GE
R 
 
Constitutional functions: 
Administration 
Deputy City Manager: 
594 staff members, cost of R197 990 317 (as at July 2012) 
Directors  x 12 
Managers x 34 
Heads  x 20 
Director Manager Head 
 Finance*  
 Expanded Public Works Programme*  
 Chief Risk Officer*  
 Strategic Advisor*  
Ombudsman External Ombudsing Service Manager  
   
Chief Audit Executive Information Services IS Audit 
Governance & Risk Governance 
SCOPA Coordination 
Revenue/Municipal Supply Chain Management 
Performance Management 
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Expenditure & SCM Project Audit 
Expenditure 
Quality Assurance Quality Assurance 
  Support Services Manager 
   
Legal Services Municipal Courts Prosecutions 
Corporate Advisory Services  
Planning, Environment & Property  
Statutory Compliance Policy and Statutory Compliance 
Procurement Law Unit  
Administrative Manager  
Policy and Legislative Development  
   
Executive Support Support Services Manager Finance 
Administration 
Executive Committee Services  
Office Manager  
Language Services Manager  
   
Governance & Interface Specialised Programmes  
External Relations  
Councillor Support Manager VIP Security 
Governance & Projects Operations Manager 
Operations Manager 
Implementation & Coordination  
Public Participation  
Manager Sub Councils Inter-Directorate Liaison Sub-councils 
 VPUU 
 Principal Legal Advisor 
   
IDP, Organisational 
Performance Management 
IDP Process Management  
Business Planning & Implementation Reporting & Monitoring 
   
Planning & Performance 
Monitoring 
  
   
Policy & Strategy   
   
Forensic Services Forensics  
Forensics  
   
Chief of Staff External Relations & Protocol  
Mayoral Administration Manager  
   
Programme Director   
   
Programme Director: WDC   
 
FI
NA
NC
E 
 
Constitutional functions: 
Administration, Vehicle licensing 
Chief Financial Officer 
1 756 staff members, cost of R482 490 338 (as at July 2012) 
Directors  x 10 
Managers x 33 
Heads  x 73 
Director Manager Head 
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Supply Chain Management Demand and Risk Management  
Inventory & Stores District Warehouse Coordinator (x2) 
District Warehouse Administrator 
Supplier Management Vendor Master Data 
Supplier Development & Engagement 
Procurement  
SCM Support Services  
Tenders & Contract Administration  
   
Property Management Property Intelligence GIS and Surveys 
Valuations 
Property Services Facilities Management & Maintenance 
Regional Property Services (x4) 
Debt Management SAP 
Immovable Property Planning  
Property Development Property Acquisitions 
Development & Facilitation 
Property Disposals 
Special Projects & Strategy  
   
Treasury Treasury Cash Flow/ Investments 
Bank Reconciliations 
Logistics 
Accounting and Assets Accounting 
Assets 
Fund Administration 
Insurance Management Compensation for Occupational 
Insurance Claims Services 
Risk management & Underwriting 
   
Budgets Capital Budget System Control 
Preparation/ Compilation & Control 
Compliance 
Performance Budgeting Costing 
MTIEF 
Operating Budget Operating & Staff expenditure 
Revenue & Tariffs 
   
Valuations Valuation Data & Business 
Systems 
CAMA research & Development 
Corporate Data 
Valuation systems 
Valuation Operations Valuation Process & Methodology 
Regional Valuations (x3) 
Business Environment Finance 
Projects & Contracts 
Objections process 
 Quality Assurance 
 Field Surveys 
 Valuation Customer Surveys 
   
Revenue Technical Services Business processes 
Billing 
Master Data 
Specialised Services Accounting Interface and Control 
Motor vehicle Registration 
Cash Management 
Support Services 
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Debt Management Legal Process 
Services Liaison 
Special Accounts 
Debtors and Cash Rates Clearances 
Regional Debtors Contact Centre (x4) 
   
Shareholder & Contract 
Management 
Business development Strategist  
 Financial Analyst 
   
Expenditure Payroll Management Payroll processing 
Accounting Systems Management 
Accounts Payable Order Payments 
Sundry Payments 
Payment Processing 
Payroll Reconciliation  
Support Services Statutory Compliance 
Finance 
   
Housing Finance & Leases Housing Budgets & Accounting Housing Accounting 
Housing Project Finance Regional Housing Project Finance (x3) 
People’s Housing Process Finance 
Housing & Leases Debtors Data Systems and debt management 
   
Inter-service Liaison Inter Service Liaison Grants-in-Aid Research 
 
SA
FE
TY
 &
 S
EC
UR
IT
Y 
SAFETY & SECURITY 
Constitutional functions: 
 Disaster management, Police (Section 206 (7)), Road traffic regulation, Fire fighting services, Control of public 
nuisance, Noise pollution 
Executive Director:  
3 870 staff members, cost of R842 264 539 (as at July 2012) 
Directors  x 3 
Managers x 14 
Heads  x 56 
Director Manager Head 
 Finance*  
 Support Services* Resource Planning and Administration 
 Finance 
 HR Business Partner*  
 Strategic Support * Substance Abuse 
 Disaster Management Centre* Area Heads (x4) 
 IDP & Corporate Planning 
 Logistics Planning & Fleet Management 
 Public Awareness and Preparedness 
 Training & Capacity Building 
 Systems Integration 
 Training & Capacity Building 
 Special Planning 
 Chief Fire Officer* District Operations Head (x3) 
 Fire & Life Safety 
 Training 
 Workshops 
 Finance 
 Special Projects 
 Planning & Logistics 
 Public Emergency 
Communications 
Operations 
 Technical Support 
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 Service Quality 
   
Chief: Metro Police Deputy Police Chief Tactical Response Unit 
Regional Directors (x 4) 
Deputy: Internal & Civil Affairs Information Management 
Training & Development 
CCTV & Radio  
Support Services Resource Planning & Admin 
Service Coordination 
Finance 
   
Chief: Traffic Services Support Services Traffic & LES Resource Planning & Admin 
Finance 
Deputy Chief Traffic Operations Technical Services 
Regional Traffic Operations (x 3) 
Deputy Chief Licence & Logistics Joint Ventures 
Licencing & Prosecutions 
Area assistant chiefs (x 4) 
   
Chief: Specialised Services  Land Invasion 
 Metals Theft 
 Informal Trading 
 Liquor Control Enforcement 
 Law Enforcement (x 4) 
* Reports directly to Executive Director 
Source: City of Cape Town - SAP data July 2012 
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ANNEXURE 6: LETTER REQUESTING ASSISTANCE 
 
 
 
 
 
 
Attention: The Chief Financial Officer – Mike Richardson 2 April 2013 
 
Dear Sir 
 
RE: IMPROVING DECISION MAKING THROUGH ANALYSING THE ECONOMIC IMPACT OF BUDGET ALLOCATION AT 
THE CITY OF CAPE TOWN  
 
The enclosed survey ‘Survey of Budgetary Impact and Infrastructure Condition’ constitutes part of a study to determine, among 
other, the: 
 
· Effectiveness of current budget allocation practices; 
· Understanding of legislative requirements and processes at various levels of officials employed in line management 
financial functions, and   
· Opportunity for improvement in development of a model to improve the process.    
 
The sample stratum consists of 3 distinct groupings: 
· Executive management – Chief Financial Officer (Set 1); 
· Finance directorate – Director: Budgets and his reports (Set 2); 
· Line management – Executive Directors, Finance Managers and Heads (Set 3), and 
· Line management – Cost Centre Managers (Set 4). 
 
I would appreciate it if you could arrange for this to be circulated to all staff within the city engaged in budget allocation decisions 
including the Directorate & Departmental Finance Managers in Strategy & Planning, Transport & Special Projects, Water, 
Electricity, Community Services, Health, Corporate Services, Economic & Social development, Safety & Security as well as 
Departmental Finance Heads, including Expenditure, Housing Project Finance, People’s Housing process, Strategy & Planning, 
Transport, Roads & S/W, Bulk Water, Waste Water, Reticulation, Scientific Services, Parks, Library & Information Services, 
Sports & Recreation, IT Finance & Administration, ERP, Urban Renewal, Metropolitan police, Emergency services, Fire 
Services, Traffic, and Valuations. 
 
Given the subject of the survey, your response as a professional charged with financial management in the City of Cape Town is 
critical. Furthermore, please note that your anonymity is assured, and that the questionnaire should not take more than 20 
minutes to complete.  We would be grateful if you would endeavour to complete the questionnaire and return it by 21 October 
2011 to: 
 
Nelson Mandela Metropolitan University                                                                   
PO Box 77000                                                                                         
Port Elizabeth                                                                              
6031             
                                                                                             
Att:  Gisela Kaiser 
      
or per e-mail to: gisela.kaiser@nmmu.ac.za or per facsimile to (041) 504 9214 (preferably per e-mail). 
 
Should you have any queries please do not hesitate to contact me at: 
 
082 322 1137 or per e-mail: gisela.kaiser@nmmu.ac.za 
 
Thanking you in anticipation of your response. 
 
 
Gisela Kaiser, PrEng 
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ANNEXURE 7: SURVEY SET 1 
For distribution to: 
· Chief Financial Officer 
 
1. CITY OF CAPE TOWN BUDGET 
1.1 Size, growth, trends, forecast? 
 
 
 
1.2 Possibility of donor funds? 
 
 
 
1.3 Please describe how you deal with unfunded mandates (if applicable). 
 
 
 
 
1.4 How is budget allocated? 
 
 
 
1.5 How are social issues addressed, conceptually? 
 
 
 
1.6 On a scale of 1 (minor) to 5 (major), rate the following factors in terms of their likelihood to influence whether an ad-
hoc budget application is successful (please note the ‘Unsure’ option): 
 
 Factors Unsure Does not 
Minor ……………….……………………Major 
 1 2 3 4 5 
1.6.1 Timing U DN 1 2 3 4 5 
1.6.2 Quantum U DN 1 2 3 4 5 
1.6.3 Perceived benefit U DN 1 2 3 4 5 
1.6.4 Political Interest U DN 1 2 3 4 5 
1.6.5 Emergency U DN 1 2 3 4 5 
 
1.7 How do you evaluate competing priorities? 
 
 
 
1.8 Do you believe that line management ever asks for more than required to get a fair hearing in terms of competing 
priorities? 
Unsure No Yes 
   
 
1.9 When motivating for budget, is the additional operational cost required included in the standard application? 
Unsure No Yes 
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1.10 On a scale of 1 (minor) to 5 (major), rate the following factors in terms of how line management motivates the overall 
implications of investment in infrastructure (please note the ‘Unsure’ option): 
 Factors Unsure Does not 
Minor ……………….……………………Major 
 1 2 3 4 5 
1.10.1 Financial impact U DN 1 2 3 4 5 
1.10.2 Social impact U DN 1 2 3 4 5 
1.10.3 Environmental impact U DN 1 2 3 4 5 
1.10.4 Impact of protection of asset U DN 1 2 3 4 5 
 
1.11 On a scale of 1 (minor) to 5 (major), rate the following factors in terms of how the budget process impacts on the 
overall implications of investment in infrastructure (please note the ‘Unsure’ option): 
 Factors Unsure Does not 
Minor ……………….……………………Major 
 1 2 3 4 5 
1.11.1 Financial impact U DN 1 2 3 4 5 
1.11.2 Social impact U DN 1 2 3 4 5 
1.11.3 Environmental impact U DN 1 2 3 4 5 
1.11.4 Impact of protection of asset U DN 1 2 3 4 5 
 
1.12 Does the City have mechanisms for measurement of social and environmental impacts? 
Unsure No Yes 
   
 
1.13 If yes, please describe: 
 
 
 
 
1.14 Do different directorates and departments collaborate when prioritizing requests? 
Unsure No Yes 
   
 
 
 
1.15 Is the organizational structure conducive to such collaboration? 
Unsure No Yes 
   
 
1.16 Do you think a better model for budget allocation is possible? 
Unsure No Yes 
   
 
 
2. PERFORMANCE 
2.1 Is it possible to reprioritize if new information comes to light and priorities change? 
Unsure No Yes 
   
 
2.2 How much is budget spend tracked for performance management? 
 
 
 
2.3 Can performance budget potentially lead to spending what’s easy instead of what’s right? 
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2.4 What are the budgetary performance goals and how can these be improved? 
 
 
 
3. REVENUE FRAMEWORK 
3.1 What comprises the City’s revenue framework? 
 
 
 
3.2 What is the historical gap between revenue and expenditure? Forecast? 
 
 
 
3.3 What funding opportunities exist? 
 
 
 
 
3.4 Are they sustainable? 
 
 
 
3.5 Is there any likelihood of legislative changes? 
 
 
 
 
3.6 Do you believe that value is sometimes sacrificed in pursuit of legislative compliance? 
Unsure No Yes 
   
 
3.7 Has the City ever followed or considered a systems thinking approach in budgeting? 
 
 
 
 
4. SPECIAL PROJECTS 
4.1 How do you evaluate special projects outside the standard budgeting process? 
 
 
 
4.2 Does spatial planning play a role in your chances of success? 
Unsure No Yes 
   
 
4.3 Are ’return on investment’ models used to motivate for funding? 
Unsure No Yes 
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4.4 In your opinion, is social disparity / justice / equity weighed in finding budget for special projects? 
Unsure No Yes 
   
 
5. BUDGET ALLOCATION 
5.1 What factors do you feel are mainly considered in budget allocation (e.g. history, profile, political support) 
 
 
 
 
5.2 Can you identify anything else that should be considered? 
 
 
 
5.3 What do you understand by economic impact? 
 
 
 
5.4 Do you think it will be possible to establish the social impact of the types of infrastructure in your stable? 
Unsure No Yes 
   
 
5.5 Do you think it will be possible to establish the environmental impact of the types of infrastructure in your stable? 
Unsure No Yes 
   
 
5.6 If you consider the city as a system, taking the core business of local government into consideration, what measures 
would you use to evaluate the success of the administration? 
 
 
 
5.7 Is it more important to implement projects and spend budget, even though priorities change?  
Unsure Always Often Sometimes Rarely Never 
      
 
5.8 What legislative imperatives guide your decisions? Do you think there is room for improvement? 
 
 
 
5.9 Does the City process provide sufficient opportunity to collaborate with other departments? 
Unsure No Yes 
   
 
5.10 Has there been a drive to find integrated solutions? 
Unsure No Yes 
   
 
5.11 Do you have any suggestions on how to achieve this? 
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5.12 Do you believe you have all the necessary skills and resources at hand to ensure correct priorities are allocated 
budget? 
Unsure No Yes 
   
 
 
5.13 Are you aware of any training that could improve the skill set? Any other mechanisms? 
 
 
 
 
 
 
 
 
 
 
 
 
Please record your details below to facilitate contacting you, in the event that a query should arise.  Please note that the data 
provided in this questionnaire will be treated in the strictest confidence. 
 
NAME:   PHONE: (          ) 
     
ADDRESS:   FAX: (          ) 
     
   MOBILE:  
     
   E-MAIL:  
  
 
   
     
Gisela Kaiser, October 2011 
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ANNEXURE 8: SURVEY SET 2 
For distribution to: 
· Director: Budgets 
· Managers: Capital budgets, Performance Budgeting, Operating Budget 
· Heads: System Control, Preparation / Compilation control, Compliance, Costing, MTIEF, Operating and Staff Expenditure, 
Revenue & Tariffs 
 
1. PLEASE INDICATE YOUR POSITION IN THE CITY OF CAPE TOWN 
1.1 Directorate  
1.2 Department  
1.3 Branches  
 
2. BUDGET PROCESS 
2.1 What are the main drivers for budget allocation in your opinion? 
 
 
 
2.2 In your opinion, are social issues given prominence in budgeting? 
Unsure No Yes 
   
 
2.3 Please describe how you deal with unfunded mandates (if applicable). 
 
 
 
 
2.4 Do or can you provide for any flexibility to allow for innovation from line management? 
Unsure No Yes 
   
 
2.5 Briefly describe the budget decision making process as you experience it. 
 
 
 
2.6 How does line management motivate for budget? 
 
 
 
2.7 Are you aware of any strategies that are more successful in obtaining budget? Please elaborate. 
 
 
 
2.8 What criteria does line management use to prioritize budget requests? 
 
 
 
2.9 What process is followed in Finance to motivate priorities? 
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2.10 Have you ever had emergency / ad-hoc requests for budget? If yes, please elaborate: 
 
 
 
2.11 On a scale of 1 (minor) to 5 (major), rate the following factors in terms of their likelihood to influence whether an ad-
hoc budget application is successful (please note the ‘Unsure’ option): 
 
 Factors Unsure Does not 
Minor ……………….……………………Major 
 1 2 3 4 5 
2.11.1 Timing U DN 1 2 3 4 5 
2.11.2 Quantum U DN 1 2 3 4 5 
2.11.3 Perceived benefit U DN 1 2 3 4 5 
2.11.4 Political Interest U DN 1 2 3 4 5 
2.11.5 Emergency U DN 1 2 3 4 5 
 
2.12 How do you determine competing priorities in terms of ad-hoc budget requests from line management? 
 
 
 
2.13 Do you believe that line management ever asks for more than required to get a fair hearing in competing priorities? 
Unsure No Yes 
   
 
2.14 When motivating for budget, is the additional operational cost required included in the standard application? 
Unsure No Yes 
   
 
 
2.15 On a scale of 1 (minor) to 5 (major), rate the following factors in terms of how line management motivates the overall 
implications of investment in infrastructure (please note the ‘Unsure’ option) 
 Factors Unsure Does not 
Minor ……………….……………………Major 
 1 2 3 4 5 
2.15.1 Financial impact U DN 1 2 3 4 5 
2.15.2 Social impact U DN 1 2 3 4 5 
2.15.3 Environmental impact U DN 1 2 3 4 5 
2.15.4 Impact of protection of asset U DN 1 2 3 4 5 
 
2.16 On a scale of 1 (minor) to 5 (major), rate the following factors in terms of how the budget process impacts on the 
overall implications of investment in infrastructure (please note the ‘Unsure’ option): 
 Factors Unsure Does not 
Minor ……………….……………………Major 
 1 2 3 4 5 
2.16.1 Financial impact U DN 1 2 3 4 5 
2.16.2 Social impact U DN 1 2 3 4 5 
2.16.3 Environmental impact U DN 1 2 3 4 5 
2.16.4 Impact of protection of asset U DN 1 2 3 4 5 
 
2.17 Does the City have mechanisms for measurement of social and environmental impact? 
Unsure No Yes 
   
 
2.18 Do different directorates and departments collaborate when prioritizing requests? 
Unsure No Yes 
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2.19 Is the structure conducive to such collaboration? 
Unsure No Yes 
   
 
2.20 Do you think a better model for budget allocation is possible? 
Unsure No Yes 
   
 
3. PERFORMANCE 
3.1 What are the monthly budget cycle milestones that you prescribe / adhere to? 
Month Activities 
July  
August  
September  
October  
November  
December  
January  
February  
March  
April  
May  
June  
 
3.2 Are you able to reprioritize if new information comes to light and priorities change? 
Unsure No Yes 
   
 
 
3.3 Do you believe that value is sometimes sacrificed in pursuit of legislative compliance? 
Unsure No Yes 
   
 
4. SPECIAL PROJECTS 
4.1 How do you evaluate special projects outside the standard budgeting process? 
 
 
 
4.2 Does spatial planning play a role in your chances of success? 
Unsure No Yes 
   
 
4.3 Are ’return on investment’ models used to motivate for funding? 
Unsure No Yes 
   
 
4.4 In your opinion, is social disparity / justice / equity weighed in finding budget for special projects? 
Unsure No Yes 
   
 
5. BUDGET ALLOCATION 
5.1 What factors do you feel are mainly considered in budget allocation (e.g. history, profile, political support.) 
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5.2 Can you identify anything else that should be considered? 
 
 
 
5.3 What do you understand by economic impact? 
 
 
 
5.4 Do you think it will be possible to establish the social impact of the types of infrastructure in your stable? 
Unsure No Yes 
   
 
5.5 Do you think it will be possible to establish the environmental impact of the types of infrastructure in your stable? 
Unsure No Yes 
   
 
5.6 If you consider the City as a system, taking the core business of local government into consideration, what measures 
would you use to evaluate the success of the administration? 
 
 
 
5.7 Is it more important to implement projects and spend budget even though priorities change?  
Unsure Always Often Sometimes Rarely Never 
      
 
5.8 What legislative imperatives guide your decisions? Do you think there is room for improvement? 
 
 
 
5.9 Do you have sufficient opportunity to collaborate with other departments? 
Unsure No Yes 
   
 
5.10 Are you motivated to find integrated solutions? 
Unsure No Yes 
   
 
5.11 Do you have any suggestions on how to achieve this? 
 
 
 
5.12 Do you believe you have all the necessary skills and resources at hand to ensure correct priorities are allocated 
budget? 
Unsure No Yes 
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5.13 Are you aware of any training that could improve the skill set? Any other mechanisms? 
 
 
 
 
 
 
 
 
 
 
 
 
Please record your details below to facilitate contacting you, in the event that a query should arise.  Please note that the data 
provided in this questionnaire will be treated in the strictest confidence. 
 
NAME:   PHONE: (          ) 
     
ADDRESS:   FAX: (          ) 
     
   MOBILE:  
     
   E-MAIL:  
  
 
   
     
Gisela Kaiser, October 2011 
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ANNEXURE 9: SURVEY SET 3 
For distribution to: 
· Executive Directors: Housing, Community Services, Utility Services 
· Directorate & Departmental Finance Managers: Strategy & Planning, Transport & Special Projects, Water: Finance & 
Commercial, Electricity: Finance & Commercial, Community Services, Health, Corporate Services, Economic & Social 
development, Safety & Security. 
· Departmental Finance Heads: Including Finance: Expenditure, Housing Project Finance, People’s Housing process, 
Strategy & Planning, Transport, Roads & S/W, Bulk Water, Waste Water, Reticulation, Scientific Services, Parks, Library & 
Information Services, Sports & Recreation, IT Finance & Administration, ERP, Urban Renewal, Metropolitan police, 
Emergency services, Fire Services, Traffic, Valuations 
 
1. PLEASE INDICATE YOUR POSITION IN THE CITY OF CAPE TOWN 
1.1 Directorate  
1.2 Department  
1.3 Branches  
 
2. BUDGETS 
What is the value of the current budgets in your Directorate / Department / Branch? 
2.1 2011/12 Capex  
2.2 2011/12 Opex  
 
3. ASSETS 
Please provide details of the asset base in your Directorate / Department / Branch. 
3.1 Insured value  
3.2 Number of  
 
4. INFRASTRUCTURE 
4.1 What infrastructure are you in the business of providing? Please select type:  
4.1.1 Human capital – health, education, nutrition  
4.1.2 Infrastructure – roads, power, water and sanitation, environmental conservation  
4.1.3 Natural capital – conservation of biodiversity & ecosystems  
4.1.4 Public institutional capital – public administration, judicial system, police force  
4.1.5 Knowledge capital – research in health, agriculture, climate, ecology  
 
4.2 Check off infrastructure types / list actual infrastructure: 
Water mains  Reticulation 
pipes 
 Valves  Manholes  Dams  
Reservoirs  Purification 
plants 
 Hydrants  Pump stations  Sewer plants  
Sewer mains  Rising mains  Stormwater 
canals 
 Pipes  Roads  
Pavements  Road furniture 
 
 Sub-stations  Buildings  Plant  
 
 
4.3 Other: 
 
 
 
4.4 Condition of Infrastructure: 
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4.4.1 Do you have a maintenance / asset condition monitoring system in place? 
Unsure No Yes 
   
 
4.4.2 On a scale of ‘desperate need’ to ‘satisfactory’, please assess the various types of infrastructure you selected in 
Q4.2 and 4.3above in terms of maintenance (please note the ‘unsure’ option): 
Infrastructure 
Description 
Un
su
re
 
De
sp
er
at
e 
ne
ed
 
Ne
ed
s i
n 
ne
xt
 
ye
ar
 
Ne
ed
s i
n 
ne
xt
 
2 y
ea
rs
 
Ne
ed
s i
n 
ne
xt
 
5 y
ea
rs
 
Sa
tis
fa
ct
or
y 
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
 
4.4.3 On a scale of 1 (minor) to 5 (major), rate the following factors in terms of how the condition of infrastructure varies 
(please note the ‘Unsure’ option): 
 Factors Unsure Does not 
Minor ……………….……………………Major 
 1 2 3 4 5 
4.4.3.1 By location? U DN 1 2 3 4 5 
4.4.3.2 By group? U DN 1 2 3 4 5 
4.3.3.3 By type? U DN 1 2 3 4 5 
 
4.4.4 On a scale of 1 (minor) to 5 (major), rate the following factors in terms of how they impact on infrastructure 
deterioration (please note the ‘Unsure’ option): 
 Factors Unsure Does not 
Minor ……………….……………………Major 
 1 2 3 4 5 
4.5.1 Historical maintenance backlog U DN 1 2 3 4 5 
4.5.2 Inadequate maintenance budget U DN 1 2 3 4 5 
4.5.3 Too few maintenance staff U DN 1 2 3 4 5 
4.5.4 Quality of in-house workmanship U DN 1 2 3 4 5 
4.5.5 Quality of outsourced work U DN 1 2 3 4 5 
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 Factors Unsure Does not 
Minor ……………….……………………Major 
 1 2 3 4 5 
4.5.6 Geographic span of control U DN 1 2 3 4 5 
4.5.7 Lack of monitoring  U DN 1 2 3 4 5 
4.5.8 Lack of proactive maintenance program U DN 1 2 3 4 5 
4.5.9 Contract management U DN 1 2 3 4 5 
4.5.10 Unbudgeted growth in infrastructure U DN 1 2 3 4 5 
4.5.11 Load-shedding U DN 1 2 3 4 5 
4.5.12 Environmental conditions U DN 1 2 3 4 5 
4.5.13 Vandalism U DN 1 2 3 4 5 
 
4.5 Has your maintenance budget been adequate since 2005?  
Unsure Always Often Sometimes Rarely Never 
      
 
4.6 What additional infrastructure is required in your opinion (please list)? 
 
 
 
 
 
 
4.7 If you have institutional knowledge of historical budgets in your directorate / department / branch, please estimate the 
values:  
Item <R10m R11m – R99m >R100m Other 
Estimated average annual budget spend on 
maintenance of infrastructure since 2005 
    
Estimated budget spend on new infrastructure since 
2005 
    
 
4.8 Are you aware of industry norms in terms of the percentage of asset value required for operational budget 
maintenance spend? 
Unsure No Yes 
   
 
4.9 If ‘Yes’, please indicate the industry norms on the percentage of replacement value spend to maintain. 
Period ≤1% >1,≤2% >2,≤5% >5,≤10% >10, 
≤25% 
> 25, 
≤75% 
>75, 
≤100% 
>100% 
Annually         
Over 2 years         
Over 5 years         
Over 10 years         
Over 20 years         
 
5. BUDGET PROCESS 
5.1 Briefly describe the budget decision making process as you experience it. 
 
 
 
5.2 How does your directorate / department motivate for budget? 
 
 
 
5.3 Have you found successful strategies? If ‘Yes’, please elaborate. 
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5.4 What criteria does your directorate / department use to prioritize budget requests? 
 
 
 
5.5 What process is followed in Finance to motivate priorities? 
 
 
 
 
5.6 Have you had emergency / ad-hoc requests for budget in the past 5 years? 
Unsure No Yes 
   
 
5.7 If ‘Yes’, please elaborate: 
 
 
 
5.8 On a scale of 1 (least likely) to 5 (most likely), rate the following factors in terms of their likelihood to influence 
whether an ad-hoc budget application is successful (please note the ‘Unsure’ option): 
 
 Factors Unsure Does not 
Least likely……………….…………Most likely 
 1 2 3 4 5 
5.8.1 Timing U DN 1 2 3 4 5 
5.8.2 Quantum U DN 1 2 3 4 5 
5.8.3 Perceived benefit U DN 1 2 3 4 5 
5.8.4 Political Interest U DN 1 2 3 4 5 
5.8.5 Emergency U DN 1 2 3 4 5 
 
5.9 Do you ever ask for more than you need to get a fair hearing in competing priorities? 
Unsure No Yes 
   
 
5.10 When motivating for budget, is the additional operational cost required included in your standard application? 
Unsure No Yes 
   
 
5.11 On a scale of 1 (minor) to 5 (major), rate the following factors in terms of how line management motivates the overall 
implications of investment in infrastructure (please note the ‘Unsure’ option): 
 Factors Unsure Does not 
Minor ……………….……………………Major 
 1 2 3 4 5 
5.11.1 Financial impact U DN 1 2 3 4 5 
5.11.2 Social impact U DN 1 2 3 4 5 
5.11.3 Environmental impact U DN 1 2 3 4 5 
5.11.4 Impact of protection of asset U DN 1 2 3 4 5 
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5.12 On a scale of 1 (minor) to 5 (major), rate the following factors in terms of how the budget process impacts on the 
overall implications of investment in infrastructure (please note the ‘Unsure’ option): 
 Factors Unsure Does not 
Minor ……………….……………………Major 
 1 2 3 4 5 
5.12.1 Financial impact U DN 1 2 3 4 5 
5.12.2 Social impact U DN 1 2 3 4 5 
5.12.3 Environmental impact U DN 1 2 3 4 5 
5.12.4 Impact of protection of asset U DN 1 2 3 4 5 
 
 
5.13 Does the City have mechanisms for measurement of social and environmental impacts? 
Unsure No Yes 
   
 
5.14 Do you collaborate with your peers when prioritizing requests? 
Unsure Always Often Sometimes Rarely Never 
      
 
5.15 Is the structure conducive to such collaboration? 
Unsure No Yes 
   
 
5.16 Do you think a better model for budget allocation is possible? 
Unsure No Yes 
   
 
5.17 Do you have any unfunded mandates? Please describe. 
 
 
 
 
 
 
 
6. PERFORMANCE 
6.1 What are the monthly budget cycle milestones that you adhere to? 
Month Activities 
July  
August  
September  
October  
November  
December  
January  
February  
March  
April  
May  
June  
 
 
6.2 On a scale of 1 (minor) to 5 (major), is spend in your department mostly (please note the ‘Unsure’ option): 
 Nature Unsure Does Minor ……………….……………………Major 
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 not 1 2 3 4 5 
6.2.1 Consistent and predictable U DN 1 2 3 4 5 
6.2.2 Seasonal U DN 1 2 3 4 5 
6.2.3 Ad-hoc U DN 1 2 3 4 5 
6.2.4 Responsive U DN 1 2 3 4 5 
 
6.3 Are you able to reprioritize if new information comes to light and priorities change? 
Unsure No Yes 
   
 
6.4 What is the trend of actual vs. planned spend in your directorate / department since 2005? 
Expenditure ≤20% >20 ≤40% >40 ≤60% >60≤80% >80≤100% >100% 
Capex       
Opex       
 
6.5 Do you believe that value is sometimes sacrificed in pursuit of legislative compliance? 
Unsure Always Often Sometimes Rarely Never 
      
 
7. SPECIAL PROJECTS 
7.1 Have you had any special projects to the value of at least R5m since 2005? 
Unsure No Yes 
   
 
7.2 On a scale of 1 (minor) to 5 (major), what roles do the following factors play in your chances of success? (please 
note the ‘Unsure’ option) 
 Factors Unsure Does not 
Minor ……………….……………………Major 
 1 2 3 4 5 
7.2.1 Urban design and spatial planning U DN 1 2 3 4 5 
7.2.2 Return on investment calculations U DN 1 2 3 4 5 
 
7.3 Have you experienced a delay between completion and operationalizing infrastructure since 2005? 
Unsure No Yes 
   
 
7.4 Are the cost implications for such delays quantified? 
Unsure No Yes 
   
 
7.5 In your opinion, is social disparity / justice / equity weighed in finding budget for special projects? 
Unsure No Yes 
   
 
 
8. BUDGET ALLOCATION 
8.1 What factors do you feel are considered in budget allocation (e.g. history, profile, political support.) 
 
 
 
 
8.2 Can you identify anything else that should be considered? 
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8.3 What do you understand by economic impact? 
 
 
 
8.4 If you consider the city as a system, taking the core business of local government into consideration, what measures 
would you use to evaluate the success of the administration? 
 
 
 
8.5 On a scale of 1 (minor) to 5 (major), rate the following items in terms of their influence (please note the ‘Unsure’ 
option): 
 Nature Unsure Does not 
Minor ……………….……………………Major 
 1 2 3 4 5 
8.5.1 Possibility of rating the social impact of 
infrastructure under your control U 
DN 1 2 3 4 5 
8.5.2 Possibility of rating the environmental impact of 
infrastructure under your control U 
DN 1 2 3 4 5 
8.5.3 Possibility of amending project implementation 
if priorities change U 
DN 1 2 3 4 5 
8.5.4 The impact of  legislative imperatives on your 
decisions on identifying budget priorities U 
DN 1 2 3 4 5 
8.5.5 Opportunity to collaborate with other 
departments / directorates U 
DN 1 2 3 4 5 
8.5.6 Motivation, appetite and drive to find integrated 
solutions U 
DN 1 2 3 4 5 
8.5.7 Availability of skills to provide for optimum 
budget prioritisation U 
DN 1 2 3 4 5 
8.5.8 Availability of resources to provide for optimum 
budget prioritisation U 
DN 1 2 3 4 5 
 
8.6 What legislative imperatives guide your decisions?? 
 
 
 
8.7 Do you have any suggestions on how to achieve integrated solutions? 
 
 
 
8.8 Are you aware of any training that could improve your skill set? Any other mechanisms? 
 
 
 
Please record your details below to facilitate contacting you, in the event that a query should arise.  Please note that the data 
provided in this questionnaire will be treated in the strictest confidence. 
 
NAME:   PHONE: (          ) 
     
ADDRESS:   FAX: (          ) 
     
   MOBILE:  
     
   E-MAIL:  
     
Gisela Kaiser, October 2011 
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ANNEXURE 10: SURVEY SET 4 
For distribution to City of Cape Town officials: Cost-centre owners (all departments) 
 
1. Please indicate your position in the City of Cape Town 
 Directorate  
 Department  
 Branch  
 Function  
 Designation  
 
2. What infrastructure are you in the business of providing? Check off infrastructure types of physical infrastructure (mark 
as many as applicable with an ‘x’): 
 Health, nutrition  Water-related infrastructure  Public administration 
 Education  Sewer-related infrastructure  Police force 
 Social services  Stormwater-related infrastructure  Security services 
 Community Halls  Electricity-related infrastructure  Emergency services 
 Libraries  Road-related infrastructure  Municipal buildings 
 Parks  Transport-related infrastructure  Judicial system 
 Tourism infrastructure  Solid waste-related infrastructure  Sports Facilities 
 Economic development  IT and Communications equipment  Research 
 Community buildings & 
facilities  
Conservation of biodiversity & 
ecosystems  Vehicles & Plant 
 
3. What is the general condition of your infrastructure (please note the ‘unsure’ option, mark with ‘x’): 
 N/A  Adequate 
 Unsure  Satisfactory 
 Desperate  Excellent 
 In need of urgent maintenance   
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4. On a scale of 1 (minor) to 5 (major), rate the following factors in terms of how they impact on infrastructure 
deterioration (please note the ‘Unsure’ option; highlight or mark with ‘x’): 
 Factors Unsure Does not 
Minor ……………….……………………Major 
 1 2 3 4 5 
 Historical maintenance backlog U DN 1 2 3 4 5 
 Inadequate maintenance budget U DN 1 2 3 4 5 
 Too few maintenance staff U DN 1 2 3 4 5 
 Quality of in-house workmanship U DN 1 2 3 4 5 
 Quality of outsourced work U DN 1 2 3 4 5 
 Geographic span of control U DN 1 2 3 4 5 
 Lack of monitoring  U DN 1 2 3 4 5 
 Lack of proactive maintenance program U DN 1 2 3 4 5 
 Insufficient contract management U DN 1 2 3 4 5 
 Unbudgeted growth in infrastructure U DN 1 2 3 4 5 
 Load-shedding U DN 1 2 3 4 5 
 Environmental conditions U DN 1 2 3 4 5 
 Vandalism U DN 1 2 3 4 5 
 By location (e.g. CBD vs. Gordon’s Bay)? U DN 1 2 3 4 5 
 By group (e.g. substations, buildings)? U DN 1 2 3 4 5 
 By type (e.g. plant, vehicles, pipes)? U DN 1 2 3 4 5 
 
5. How do you function within the budget process? Please mark with an ‘x’: N/A Unsure No Yes 
 Do you ever ask for a larger amount than you require?     
 When motivating for budget, is the additional operational cost required included 
in your standard application? 
    
 Does the City have mechanisms for measurement of environmental impacts?     
 Does the City have mechanisms for measurement of social impacts?     
 Do you collaborate with your peers when prioritizing requests?     
 Is the structure conducive to such collaboration?     
 Do you have sufficient time to collaborate?     
 Do you think a better model for budget allocation is possible?     
 Are you able to reprioritize if new information comes to light and priorities 
change? 
    
 Do you believe that value is sometimes sacrificed in pursuit of legislative 
compliance? 
    
 Does performance management (SDBIP) influence your decisions in requesting 
and spending budget? 
    
 
6. Taking the core business of local government into consideration, on a scale of 1 (minor) to 5 (major), what measures 
would you use to evaluate the city’s success? (please note the ‘Unsure’ option; highlight or mark with ‘x’) 
 Factors Unsure Does not 
Minor ……………….……………………Major 
 1 2 3 4 5 
 SDBIP U DN 1 2 3 4 5 
 Community surveys U DN 1 2 3 4 5 
 Expenditure against planned budget U DN 1 2 3 4 5 
 Public perception U DN 1 2 3 4 5 
 Public protest U DN 1 2 3 4 5 
 Election results U DN 1 2 3 4 5 
 Payment ratios U DN 1 2 3 4 5 
 Community compact U DN 1 2 3 4 5 
 Corporate scorecard U DN 1 2 3 4 5 
 Staff satisfaction index U DN 1 2 3 4 5 
 
7. On a scale of 1 (minor) to 5 (major), what roles do the following factors play in budget allocation? (please note the 
‘Unsure’ option; highlight or mark with ‘x’) 
 Factors Unsure Does Minor ……………….……………………Major 
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 not 1 2 3 4 5 
 Prior commitments U DN 1 2 3 4 5 
 IDP priorities U DN 1 2 3 4 5 
 Affordability U DN 1 2 3 4 5 
 Sustainability U DN 1 2 3 4 5 
 Asset protection U DN 1 2 3 4 5 
 Community need U DN 1 2 3 4 5 
 Historical allocation U DN 1 2 3 4 5 
 Public profile U DN 1 2 3 4 5 
 Political support U DN 1 2 3 4 5 
 Emergency U DN 1 2 3 4 5 
 Marketing value U DN 1 2 3 4 5 
 Return on investment calculations U DN 1 2 3 4 5 
 Urban design and spatial planning U DN 1 2 3 4 5 
 
8. On a scale of 1 (minor) to 5 (major), rate the following items in terms of their influence in the budget process (please 
note the ‘Unsure’ option; highlight or mark with ‘x’): 
 Nature Unsure Does not 
Minor ……Major 
 1 2 3 4 5 
 Possibility of rating the social impact of infrastructure under your control U DN 1 2 3 4 5 
 Possibility of rating the environmental impact of infrastructure under your 
control U 
DN 1 2 3 4 5 
 Possibility of amending project implementation if priorities change U DN 1 2 3 4 5 
 The impact of  legislative imperatives on your decisions on identifying budget 
priorities U 
DN 1 2 3 4 5 
 Opportunity to collaborate with other departments / directorates U DN 1 2 3 4 5 
 Motivation, appetite and drive to find integrated solutions U DN 1 2 3 4 5 
 Availability of skills to provide for optimum budget prioritisation U DN 1 2 3 4 5 
 Availability of resources to provide for optimum budget prioritisation U DN 1 2 3 4 5 
 
9. Any general comments regarding budgeting? 
 
 
 
 
 
 
 
Please record your details below to facilitate contacting you, in the event that a query should arise.  Please note that the data 
provided in this questionnaire will be treated in the strictest confidence. 
 
NAME:   PHONE: (          ) 
     
   E-MAIL:  
 
 
Gisela Kaiser, January 2012 
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ANNEXURE 11: SURVEY SET 5 - MODEL EVALUATION SURVEY 
FOR DISTRIBUTION TO SELECTED CITY OF CAPE TOWN OFFICIALS INVOLVED IN THE BUDGET PROCESS 
 
Background:  The contents of this survey is the culmination of a research study into decision making as it pertains to 
budget allocation, specifically as applicable to local government, focussing on the City’s 2011/12 Budget, relevant legislation and 
the results of a number of surveys that were completed by officials across the City of Cape Town.  
 
The research outcomes indicated that notwithstanding legislation, processes, systems and controls aimed at good governance 
and legal compliance, the value of budget allocation could be improved. In particular, that: 
· The administration tends to work in silos due to the span and scope of control, sometimes to the detriment of the City; 
· That high-profile requests are more likely to be successful than more pedestrian demands; 
· That consistency across directorates is deficient when motivating for budget; 
· That environmental imperatives are often difficult to measure and thus often ignored; 
· That social imperatives are hard to quantify and thus often not considered; 
· That the City’s vision is not clearly articulated in its allocation of budget given the broad application of the IDP which by 
nature has a long-term view of no more than 5 years and 
· That the Finance directorate and line departments are often not aligned. 
To this end, a number of parallel initiatives were identified that may have the potential to improve decision-making at the City of 
Cape Town, over and above existing systems and processes. The purpose of this survey is to assess the practical and relative 
relevance of the proposed initiatives. The chapter entitled ’Model Development’ provides further detail about the models outlined 
below, and is available should you be interested in obtaining further information. Note that the information provided is indicative 
rather than absolute and that some interventions may already have been initiated. 
 
Instructions: Please print out this survey, complete and return to the author. Kindly select the most relevant rating in each 
category, as it pertains to your business and experience. The results will be collated in concluding the research. 
 
10. Model 1: Regional Prioritisation Model 
The model aims to use the spatial and demographic data as presented geographically by Ward and Sub-council to 
identify areas that should be given priority in provision of municipal services based on a number of criteria. The disparity 
in level of service across the City may be apparent, but the scale of the problem complicates quantifying where the need 
is biggest. The criteria proposed include population, existing infrastructure, socio-economic status and crime rates. The 
model further considers a return to some area based, decentralised management responsibility. 
 
On a scale of 1 (minor) to 5 (major), rate the following factors in terms of how effective you believe the above model 
may be in improving the efficacy of budget allocation (please note the ‘Unsure’ and ‘Does not’ options; highlight or 
mark with ‘x’): 
 Factor Unsure Does not 
Minor ……………….……………………Major 
 1 2 3 4 5 
 Suitability U DN 1 2 3 4 5 
 Practical relevance U DN 1 2 3 4 5 
 Ease of implementation U DN 1 2 3 4 5 
 Potential to change budget U DN 1 2 3 4 5 
 
11. Model 2: Asset Management 
Asset management absorbs a large proportion of the overall budget through remuneration of staff in management and 
maintenance, repairs and maintenance budgets, insurance costs, refurbishment and replacement of assets including 
land and buildings, infrastructure, community infrastructure, and housing rental stock, while not necessarily providing for 
well-maintained assets. Without sufficient information to plan preventative maintenance in asset maintenance cycles 
spanning many years, the various budgets are inflated in some years, while falling far short of what is required in others. 
An enterprise asset management system that contains information of major assets and their maintenance requirements 
will provide the City with the opportunity to model maintenance over the long-term and in so doing, reduce uncertainty 
and the risk of unacceptable asset degradation. 
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On a scale of 1 (minor) to 5 (major), rate the following factors in terms of how effective you believe the above model 
may be in improving the efficacy of budget allocation (please note the ‘Unsure’ and ‘Does not’ options; highlight or 
mark with ‘x’): 
 Factor Unsure Does not 
Minor ……………….……………………Major 
 1 2 3 4 5 
 Suitability U DN 1 2 3 4 5 
 Practical relevance U DN 1 2 3 4 5 
 Ease of implementation U DN 1 2 3 4 5 
 Potential to change budget U DN 1 2 3 4 5 
 
 
12. Model 3: Common Vision and Value system 
The IDP provides strategic direction for the administration to deliver on its mandate. The IDP is however a detailed and 
all-encompassing document touching every aspect of service delivery, which may disguise the overall strategic intent 
encapsulated in the five pillars. The model suggests a programme to disseminate and promote an overarching strategic 
intent with the capacity to enthuse and motivate both staff and residents through understanding and embracing of a 
common vision. A strategic intent, when coupled with a sound value system, empowers individuals to make good 
choices in the absence of perfect information. While some suggestions are made of what such a vision may be, the City 
leadership would have to develop the wording. 
 
On a scale of 1 (minor) to 5 (major), rate the following factors in terms of how effective you believe the above model 
may be in improving the efficacy of budget allocation (please note the ‘Unsure’ and ‘Does not’ options; highlight or 
mark with ‘x’): 
 Factor Unsure Does not 
Minor ……………….……………………Major 
 1 2 3 4 5 
 Suitability U DN 1 2 3 4 5 
 Practical relevance U DN 1 2 3 4 5 
 Ease of implementation U DN 1 2 3 4 5 
 Potential to change budget U DN 1 2 3 4 5 
 
 
 
13. Model 4: Staff Transformation 
The relatively peaceful transition of South Africa into a democratic country has been captured in the annals of history. 
The lack of social transformation nearly twenty years later, with ever growing deficits in housing, employment, education, 
healthcare and widening gaps in social inequality is a blight on the success story. By definition of being employed, the 
City’s employees are in the fortunate position to have the potential of having a positive impact on society. To have 
maximum impact, officials need to focus on working towards the greater good, setting narrow self-interest aside. Broader 
society may benefit from the transformation of officials into conscious citizenry and protectors of social justice. If 
successful, training interventions addressing aspects such as social justice, freedom, transparency could inspire 
sufficient trust, integrity and commitment to ensure that decisions made at all levels by all officials have a positive 
impact, which will have a net benefit to the City. 
 
On a scale of 1 (minor) to 5 (major), rate the following factors in terms of how effective you believe the above model 
may be in improving the efficacy of budget allocation (please note the ‘Unsure’ and ‘Does not’ options; highlight or 
mark with ‘x’): 
 Factor Unsure Does not 
Minor ……………….……………………Major 
 1 2 3 4 5 
 Suitability U DN 1 2 3 4 5 
 Practical relevance U DN 1 2 3 4 5 
 Ease of implementation U DN 1 2 3 4 5 
 Potential to change budget U DN 1 2 3 4 5 
 
 
14. Model 5: Improved Integration 
The scope of City operations is such that operating in silos is unavoidable to some extent. This often results in 
directorates and departments’ taking care of their own needs as far as possible, without considering what is in the best 
interest of the City as a whole. Integrative structures exist at management level, but at operational level, interactions are 
more likely to be within the same branch or department. With more than a thousand cost centre managers, decisions 
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around operational expenditure in particular, is decentralised. If members of staff are well informed, the potential exists 
that budget may be better spent.  Initiatives suggested include regular meetings which include all staff, to disseminate 
information pertinent to the entire City, utilising spatial planning to provide a holistic view of city services, and 
empowering the Finance Managers Forum to assess budget priorities across the City in consideration of operational 
requirements at a further level of detail. 
 
On a scale of 1 (minor) to 5 (major), rate the following factors in terms of how effective you believe the above model 
may be in improving the efficacy of budget allocation (please note the ‘Unsure’ and ‘Does not’ options; highlight or 
mark with ‘x’): 
 Factor Unsure Does not 
Minor ……………….……………………Major 
 1 2 3 4 5 
 Suitability U DN 1 2 3 4 5 
 Practical relevance U DN 1 2 3 4 5 
 Ease of implementation U DN 1 2 3 4 5 
 Potential to change budget U DN 1 2 3 4 5 
15. Model 6: Triple Bottom Line 
Triple bottom line management has to extend beyond compliance and reporting, and should form an intrinsic part of all 
activities. Financially, the City has performed very well with 9 consecutive unqualified audits. Clearly, it is critical that the 
financial systems and structures not be compromised. For a fully integrative operation, social and environmental issues 
have to be addressed seriously. Members of staff need to be sensitised with respect to the social and environmental 
impact of their municipal function, which in part will form part of the staff training interventions suggested in popularising 
the strategic intent and creating a transformed mind-set. Financial integrity cannot be compromised, and the budget 
alignment of service delivery plans (SDBIP’s) has to continue. Triple bottom line reporting can be a useful tool to 
consolidate all interventions aimed at improving budget allocation.  
 
On a scale of 1 (minor) to 5 (major), rate the following factors in terms of how effective you believe the above model 
may be in improving the efficacy of budget allocation (please note the ‘Unsure’ and ‘Does not’ option; highlight or 
mark with ‘x’): 
 Factor Unsure Does not 
Minor ……………….……………………Major 
 1 2 3 4 5 
 Suitability U DN 1 2 3 4 5 
 Practical relevance U DN 1 2 3 4 5 
 Ease of implementation U DN 1 2 3 4 5 
 Potential to change budget U DN 1 2 3 4 5 
 
 
16. Please add any general comments or suggestions you may have regarding the proposed models. 
 
 
 
 
 
Kindly record your details below to facilitate contacting you, in the event that a query should arise.  Note that the data provided in 
this questionnaire will be treated in the strictest confidence, although the thesis may refer to the positions of people who 
participate. 
 
Your position in the City of Cape Town 
Directorate  
Department  
Position  
 
NAME:   PHONE: ( 021) 
     
Gisela Kaiser, November 2012 
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ANNEXURE 12: SURVEY COMMENTS 
 
· Far too little money available for repairs and maintenance of city assets. In addition, repairs 
and maintenance budgets are not ring-fenced, and can therefore be whittled away to pay for 
other operating costs. Not sufficient capital budgets to upgrade city infrastructure - historical 
allocation of budgets makes it virtually impossible to access large amounts for once-off 
restorations / upgrading projects. 
 
· We have a very capable person who works with our budgets and should anything change 
which is necessary it is arranged the reason for the public low scoring some people wants 
stuff, which is not always possible immediately. 
 
· Indirectly involved with budget process. 
· Capital budgets should be structured around the need required and condition of existing 
infrastructure not on individual projects needed /or need to look good projects; better 
planning and more consultation with operational requirements and not political requirements, 
does not always work hand in hand. 
 
· I must say that a history of chronic under funding, particularly to City Health has taken its toll. 
 
· I have a problem with budgets allocated for infrastructure upgrades of buildings.  The tender 
processes and the criteria for selection does not necessarily allow for the most skilled people 
getting the jobs.  As a result of this money is wasted with poor workmanship and more 
money needs to be spent to 'fix' the problems of this poor workmanship.  I found myself 
recently in this position and in my opinion, it is a waste of money!  The ramifications of this 
spills over onto public perception of council - we were closed longer than we advertised 
because the contractor didn't know what he was doing and hence we looked inefficient and it 
implies that we do not respect the public enough to give them an excellent product! 
 
We need to use our money wisely! 
 
· Wish it were not such a painful process at times (sub-council involvement). 
 
· I wanted to show that community benefit is my number 1 priority and should drive budget 
allocation. 
 
· There is too much interference from Finance in budgets. Budgets get adjusted without the 
consent of the Cost Centre manager in an effort to "clean up" the budgets. 
 
· The actual budgeting process and funding allocation are two completely different processes. 
Departments are given an operating budget based on the previous year's allocation and 
increased by a certain percentage. The budget is not based on actual needs even though 
asset infrastructure management systems produce scientifically based reports listing the 
requirements, priorities and funding needs. No allocation is provided for operating and 
maintaining new infrastructure provided by national grant funding. Good examples are low 
cost housing infrastructure and IRT bus lane and station infrastructure. 
 
· It depends largely on the skills of responsible official. My biggest concern is continuity. 
 
· This questionnaire does not even refer to input from staff on all levels particularly those who 
implement and are facing the budgetary decision of seniors. 
 
· Procurement restrictions lead to waste but not measured, say, against fraud. 
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· Since there are no previously disadvantaged areas within Area 7 boundaries, I receive no 
Capital funding from within the City Parks department. For the past couple of years Areas 7 
only assistance relating to Capital funding/development came from the Capital budgets of the 
ward Councillors due to pressure from the communities within the wards. 
 
· Budget Allocation should focus on increasing service delivery by means of creating a efficient 
and effective work environment that would allow for optimal productivity by reducing 
response timeframes by allowing independent decision making and should be considerate of 
the values we live by: trust (over policing and control) creates an perception of distrust / 
honesty - although we understand the need for monitoring, be a caring employee, don’t allow 
political interference within the operational environment and most of all revisit the Auditing 
Strategy (if there is one), approach to people and the perception the incorrect approach 
creates and reports should reflect / be considered of both shortfalls and successes (even 
more on the positive) which would provide a more holistic and true reflection of current 
status, by allowing staff to freely, accurately and honestly provide a response in the best 
interest of the City and service delivery to its citizens - too much "red tape" which places 
limitations on creative thinking, to adapt quickly to change and consistent performance 
managing and review. Major reduction in workflow processes required, by increasing 
delegated authority and responsibility; which will then also ensure that the City's burden is 
equally shared among all of management (which will also include the successes and the 
recognition that goes with it!!! It takes a second to find fault in anyone, but a lifetime to 
highlight the positive - which in itself will require social, environmental and behavioural 
change which should be LED from the TOP down. 
 
· Still subject to political whims in respect of priority and silo mentality still prevails in some 
cases. Ability to influence operating budget still too limited as only have discretion in respect 
of general expenses and repair & maintenance although this excuse is wearing thin. 
Outsourcing is not effective as recipients not always equipped to provide the service thus 
making it more costly and less effective / efficient. 
 
· Productivity has been compromised in order to be politically correct for the sake of BEE and 
fraud, to the point that it has become almost impossible to operate. E.g. Quotation 
documents are a joke and we must plead with vendors to come to the site meetings. This 
makes the price we land up paying totally ridiculously high! 
 
· It ultimately depends on political heads on where money is spent. They have the final say. 
Line managers only have minor control over spending. Money can disappear from your cost 
centre and spent elsewhere. 
 
· Implementation of a zero based budget. 
 
· Budgeting priorities should be aligned to a Long-term strategic vision for an area. However, 
due to the short (5 year) horizons of political office bearer's and City Managers terms of 
office, it is unlikely that an ultimate scenario will ever be achieved at local government level. 
Smaller municipalities should also receive greater planning support from national government 
level from people ADEQUATELY informed and SKILLED to provide value. 
 
· The Procurement Policy is limiting one from bargaining for a better price (therefor munching 
your budget away); existing tenders are also limiting one from thinking of a better option (e.g. 
wrought iron vs. palisade - tiles (permanent) vs. carpeting; no platform to brainstorm the 
better option/s for preventative maintenance; Budget-allocation to various Departments must 
be verimented to one Department (STS:  FM) to have a better control on what is happening 
to the funding; Zero-budgeting might be a better option - where the City Manager or a 
Departmental Head must apply for funding according to the maintenance plan;  Operational 
expenditure vs. Capital expenditure is confusing - it is sometimes better to install technology 
and get rid of the human factor (e.g. security). 
 
· In Local Authorities budget process you are sometimes penalized for under spending not 
taking into account that you might have achieved savings due to working smarter or new 
ideas to do the work with less funds. 
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· Maintenance backlog will create unacceptable safety and reliability risks. 
 
· Libraries have a much-improved budget since 2007 despite lack of capital due to 'unfunded 
mandate'. However, too much of libraries' budgeting is done at higher management level, 
disempowering middle management from serious input regarding operational issues. No 
input equals no ownership, no motivation to accept or acknowledge responsibility for 
implementation, demotivation. 
 
· Budget is politically driven and not on economic foundations due to social responsibility of 
City.  E.g. although not a good business opportunity a library / clinic, have to there for 
community. 
 
· Too rigid; too politically driven; lack of longer-term focus.  Needs to be more needs based, 
flexible and outcome rather than output driven. 
 
· Very little public input is considered when drafting the budget. 
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ANNEXURE 13: VALIDATION SURVEY COMMENTS 
 
· The key document informing budget allocation is the IDP. This document should be 
populated from sector specific plans. A firm base for these plans is an inventory of 
services per region, which is linked to asset registers. If a standard / benchmark is then 
known, this will be very important information to close the left" over a conscious time 
frame. 
 
· If the above models were to be implemented, more services would be rendered and 
infrastructure would last longer than it currently lasts. Citizens would be more positive 
towards government which will increase trust in government 
 
· The suitability and ease of implementation will improve in time (if all goes well) and the 
organisation matures. We are only 12 years away from the Unicity being born in ±2000 
 
· The City will benefit by including 3 spheres of input to determine budgets in future:  
a) Permanently employed engineers & public administrators (career professionals)  
b) Business forums that can create wealth (to prevent e.g. the e-toll impasse)  
c) Political role players 
 
· These models can have a major impact on the City, it is therefore very important that 
feedback is obtained from all staff within the city 
 
· Better communication to all levels in the organisation, will result in better understanding 
 
· The top down approach does not work. Management must start involving staff and also 
consider what they have to say  
 
· Model 2: Asset management would be more effective if the current asset module on PM in 
SAP can be linked and used to report as envisaged in this model 
 
· If there is no political buy-in, it does not matter what system you implement. Political 
priorities will always be the main focus no matter the budget model. Budget reporting 
requirements by NT constrain possible choices. 
 
· The combined model is both suitable and relevant, with varying degrees of ease in 
implementation. The tremendous influence of political budgetary impact cannot be 
underestimated. To be successful, political will and buy-in is critical as the benefits of any 
model can be undone by budget influence exercised by political sphere. 
 
· All relevant and the way to go. The City needs this kind of forward thinking. Culture and 
mindset will have to change. 
 
 
